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Foreign Minister Bidault ... Why France Welcomes Germans 











Because It’s Written to be Read Anywhere 


World Report is being read with as much interest in London and Shanghai and Rio, as it 
is in New York and San Francisco. Why? Because it is written that way. Because it has a 
world-wide point of view, rather than the point of view of any single nation. No propaganda, 


no “‘cause,”’ no bias. World Report is objective reporting at its best. 


That’s why your friends and business associates abroad will appreciate so much 


your sharing your discovery of World Report with them. 


The Publishers will be glad to mail a copy of the current issue to any friend of 
yours, anywhere in the world. In sending the name and address, be sure to tell us 


whether or not you want us to mention your name. 
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Singapore’s comeback as Britain’s na- 
val bastion in the Far East has been so 
rapid that the $100,000,000 docks and re- 
pair shops are to be operating at prewar 
capacity before the end of this year. Al- 
though defended by the British, captured 
by the Japanese and bombed by Ameri- 
can B-29s during the war, Singapore’s 12 
miles of anchorages and shipping facili- 
ties already are 75 per cent restored. The 
Malayan Union Government plans a $36,- 
000,000 rehabilitation program for the 
tin, rubber, palm oil and copra industries 
of the area. 
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Automobile sales in the U.S. zone of 
Germany by or to Allied personnel now 
are banned. The temporary restriction, 
pending establishment of strict registra- 
tion procedure, aims at ending profiteer- 
ing in used cars. A similar law will cover 
Germans and displaced persons. Third- 
hand jeeps bought as surplus for about 
$300 have sold for as much as $1,500. 
American cars of prewar vintage have 
brought as much as $3,000. German cars 
built to sell for $645 often bring $1,000. 
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Japanese pearls are to come back on 
the American market. The first postwar 
shipment is now en route. In all, 120,000 
strings of 100 pearls each are ready for 
shipment. Half of the strings are to be 
shipped this month. 
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Labor unrest in Argentina is growing. 
During 1946, strikes in Buenos Aires 
caused a loss of 1,813,357 man-days. That 
is the highest figure in more than 10 
years. The number of strikes broke all 
records since the Government began 
keeping statistics 40 years ago. There 
was a strike every three days. During the 
year, some 333,929 Argentine workers 
joined in strikes. As a result, more than 
$3,500,000 in wages were lost during the 
year, the biggest loss in 15 years. 
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World production of penicillin is to 
increase. A plant built and financed by 
Americans is operating in China with a 
capacity of 100 vials a day. A German 
company in the British zone is turning out 
enough of the drug for about 500 treat- 
ments a month. A new plant is about to 
begin operations in Barcelona, Spain. 
Within the next two months, a factory in 
Stockholm, Sweden, will begin produc- 
tion. A penicillin plant is being set up in 
Kharkov, Russia, and another is to be 
built in Rome. 
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Investment in Canadian business is ex- 
pected to be 53 per cent greater this year 
than last. A Government survey reveals 
plans for a capital outlay of more than 
$1,700,000,000 in 1947. Success of the 
plans will depend on the availability of 
materials for industry. Increased output 
of asbestos, steel, gypsum, pig iron, nickel 
and copper is expected to facilitate ex- 
pansion of plants. 
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Italy’s credits in Britain of about $130,- 
000,000 are to be used for sterling and 
dollar purchases throughout the world. 
Britain will convert 32,000,000 pounds 
into $129,280,000. Another $10,000,000 
will be left as Italian credits banked in 
Italy, and $8,000,000 will go to Britain 
as payment for British surplus property. 
Italian exports to Britain are expected to 
increase Italy’s credits by $60,000,000 
before July 15. 
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More money for education is to be 
spent by Britain this year than ever be- 
fore. More than $544,000,000 will be 
spent in England and Wales, an increase 
of 20 per cent over last year. A labor 
force of almost 400,000 young people is 
to be given up by Britain in the next year 
and a half under a new law that raises 
the age for compulsory attendance at 
school from 14 to 15. Free schooling is 
to be provided for all children between 
the ages of 2 and 16, free part-time edu- 
cation for those 16 to 18 and public 
funds for wider adult education and 
greater university facilities. 


oo (SO 


European equipment is being bought 
by Peruvian industry. A Swiss firm is to 
build Peru’s newest hydroelectric project. 
A 63,000-kilowatt plant will be built at a 
cost of some $12,000,000. New telephone 
equipment for Peru may be bought from 
Belgium. 
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Seed corn from the U. S. for Romania 
is to be provided this spring as a result of 
the largest individual seed corn transac- 
tion ever completed. Close to 600,000 
bushels of Iowa seed bought for cash are 
to be planted in the lower Danube River 
basin in May. 
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German merchant ships, allocated to 
Britain as reparations, have been sold by 
the British Government for $14,107,000 
to about 40 shipping firms. The 49 ves- 
sels must remain under British registry. 
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Changes of Address: 


If you wish to change the ad- 
dress to which your copies of 
World Report are now being sent, 
be sure to give us the old as well 
as the new address. It will facili- 
tate matters if you will enclose the 
stencil imprint which appears as 


| your address either on the-maga- 


zine cover or wrapper. It usually 
takes about two weeks for the 
change to become effective—so 
please give us that much advance 
notice if you can. 


24th & N Streets, N. W., Washington 7, D. C. 











LINGUAPHONE 
is your Passport 


GM to the World 


hal in your own home, alone or in a group, you 
can now learn to speak 






or any of 25 other languages by the 
world - famous 


LINGUAPHONE 


Conversational METHOD . 


You learn the new language by listening 
to voices of native teachers. It is amaz- 
ingly simple; thousands have succeeded. 
Educators hail Linguaphone as a notable 
advance in simplifying the mastery of 
languages. That is why so many Lingua- 
phone Sets are used in schools, colleges, 
universities, as an aid to fluent speaking. 
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Aid for free peoples all around the world has become the official 
doctrine of the Truman Administration in Washington. Followed to its 
logical conclusion, this new policy means far more than aid for Greece 
and Turkey. An important question now is: What does it mean to U. S. 
investments abroad, how much financial assistance can the rest of the 
world expect from the U. S. and, in turn, what will this mean to gen- 
eral business conditions inside the U. S.? Economic experts of the staff 
of World Report have made an exhaustive study of anticipated U. S. 
financing of other countries in the next three years. You will find their 
analysis on page 5. 

* @# @® 
After Moscow, what? If the Big Four are unable finally to agree on 
reparations to be taken from Germany or the future form of the Ger- 
" man government, what alternatives remain? What can the Allies do to 
relieve Germany's economic troubles? Or must the Germans them- 
selves solve their problems? Dispatches from Robert Kleiman, World 
Report’s correspondent at Moscow, and from our correspondents in 
London, Berlin and other capitals provide the pattern for an interest- 
ing analytical report on one of the world’s most troublesome problems. 
See page 8. 
a * 

During the Moscow conference, U.S. Secretary of State Marshall 
has made a number of important statements on American policy con- 
cerning German reparations, on the future government of Germany 
and other major questions. Since they are documents that will provide © 
the groundwork for continuing deliberations among the Big Four—and 
involve questions that must be decided before a German peace treaty 
can be signed—we reproduce the full texts of Marshall’s statements, 
beginning on page 43. : 

* e @¢ 

A report from Argentina sets forth the facts and economic implica- 
tions involved in President Perén’s latest move to produce govern- 
mental revenues from Argentine business and industry. World Report’s 
correspondent Bernard S. Redmont discloses in a dispatch on page 12 
that new controls will enable the Perén Government to tell Argentine 
importers where they may buy, what they may buy, how much they 
may pay and how import deals may be financed. It’s an important new 
trend in world commerce. 

+ * + 


Elections in Japan, now in progress, provide the latest step in the 
Allied program to teach the Japanese democracy. Beginning on page 
32, we present in pictures a “progress report” on Japan’s experiments 
with new political and economic tenets. 
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/ FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of April 15, 1947 
Volume 2, No. 15 

The job ahead, the rebuilding of the world, is bigger than ever..e.e- 

Europe definitely needs more help than now is in prospect. 

Asia is unable to supply food or clothing for millions. 

United States alone has money and goods in the volume needed. 

It’s this unequal line-up, this basic difference that lies beneath political 
tensions, that makes more and more certain that the U.S. will underwrite recov- 
ery. Just when the U.S. wants to think about trimming expenses or limiting 
assistance, then another weakness shows up abroad as a reminder of war damage to 
be repaired. There's a growing realization, too, that stable prosperity for the 
U.S. wouldn't last over any long period without a revival of the rest of the 
world. You get a preview of U.S. financing on page 5. 





These things, for instance, are showing up in Europe: 

Russia seems to be having some rather serious internal problems, to be up 
against food shortages and unsatisfactory production at home. 

Germany, even if revived, can't supply goods for Russia, coal for France 
and immediately sell enough elsewhere to earn her own upkeep. The limitations in 
German recovery are analyzed in a dispatch on page 10. 

Italy, despite strong reforms, continues to be a losing proposition. 

France tends to depend on one dollar loan after another to keep going. 

Belgium, after a fast start, is now up against difficult times. 

Holland is recovering very slowly, is feeling a loss of overseas profits. 

Those are conditions in the relatively more promising areas, in industrial 
uations. Present situation in much of Europe, especially Eastern Europe, is one 
of despair and destitution. You get an insight into the hardships found in 
Romania in an account of Red Cross relief from the U.S. on page 16. . 


Just a sign of a drop in U.S. coal output arouses Europe..... 

France, counting on 1,000,000 tons a month, stands to get less in April. 

Italy, needing to import 500,000 tons monthly, is unable to plan ahead. 

Belgium and Holland dre upset by a prospect of reduced shipments. 

There is some indication, too, that workers themselves are disillusioned, 
that workers abroad find it difficult to understand why they cannot produce, why 


factories must be geared to the ability of U.S. to export coal. 


Things should begin to look up a bit in Britain in the period just ahead, 
should show some break for the better, even if it is not sensational. 


Priorities, fixed for the use of steel, represent an important step. 
| (over) 
(No part of this or any other page may be reproduced without written permission) 
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WORLDGRAM-- (Continued) 


Power plants are to be assured necessary generators and turbines. 

Mining machinery, to produce more coal, is to get preferential treatment. 

Gas supply is to be bolstered up by a firm allocation of new equipment. 

Transport is to be reinforced with locomotives, rolling stock and rails. 

The idea is being sold that Britain tried to do too much too soon with too 
few resources. As a result, planning is to be geared to a more realistic basis. 
Even exports, as much as they are needed and desired, are to be adjusted in order 
not to take precedence over the essential maintenance of capital equipment. Fear - 
is felt lest Britain dispose of her “seed corn" and unwittingly curb production. 


On the other side of the world, as matters are taking shape: 

Rebuilding of the Far East, particularly Japan and the Philippines, is 
strictly a U.S. problem and one that isn't being shared much with others. 

Korea is to be helped by the U.S. to the extent of about $450,000,000. 

Japan, too, is going to be given a chance to get back to work. 

Without the productive machines of Japan to supply the textiles required to 
clothe Asia's millions, not even the minimum needs could be met. An analysis of 
the revival of textile manufacturing is made on page 3l. 











In China, Chiang Kai-shek is getting some unpleasant neéwS.eceece 

Black markets fail to dry up despite threats of death sentences. 

Gold speculation persists among profiteers bent on: keeping their loot. 

Price machinery lacks strength enough to operate in an orderly manner, 

Rationing is not taken seriously by merchants in China's larger cities. 

At. bottom, the huge deficit in the national economy, the excess of military 
costs over revenues, continues to generate inflationary pressures. Printing 
plants find it difficult to produce new currency as fast as it is needed. Chiang 
appears certain in his own mind that he can go ahead campaigning against Commu- 
nists and gain a decisive victory, before making basic repairs in China's economy. 














Behind the interest shown by U.S. in distant Nepal, north of India: 

Natural resources of Nepal are not widely known in the outside world. 

Kingdom of Nepal, hitherto, maintained outside contact only with Britain. 

Chief asset of Nepal lies in a crack force of professional soldiers. 

Nepalese troops, known as Gurkhas, have a strength of about five divisions. 

Gurkhas enjoy a brilliant record of war and peace service with Britain. 

In blunt terms, eventual withdrawal of Britain from India threatens to make 
unemployed the best trained force in Central Asia. It now remains to be seen if 
the U.S. is to have a hand in the equipping and schooling of Gurkhas, is to have 
a working arrangement with Nepal, which will make Nepal more self-supporting. 

















Within the Western Hemisphere, there's still the problem of Argentina. 

President Peron counts on Argentine food offering a strong attraction. 

U.S., occupied elsewhere, is losing much of the political initiative. 

Net result is what appears to be a strong drift toward two or three blocs 
and away from the Pan-American idea of a united Hemisphere. 

Argentina, in return for her produce, is demanding trade advantages. 

Argentina-Bolivia-Chile, for the moment at least, are pulling together. 

Most Latin-American countries, however, will not be unhappy to see postwar 
shortages and inflation, which have left them unsettled, come to an end. 
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U.S. AID TO DEMOCRACIES CALLS 
FOR HUGE INVESTMENT ABROAD 


If program is carried to logical end, 
$21,000,000,000 would be committed 
in loans and grants in three years 


Twenty-one billion U.S. dollars 
are to go abroad to back up the U. S. 
policy of supporting free peoples 
throughout the world. 

U. S. financing of other countries 
at the rate of $7,000,000,000 a year for 
the next three years is the prospect if 
Washington follows through on the new 
policy as set for Greece and Turkey. That 
policy is designed to preserve the eco- 
nomic and political integrity of many na- 
tions, prevent the spread of communism 
and restore the stability of the world. 

U. S. exports, as a consequence of 
this new doctrine, are to go beyond $13,- 
000,000,000 yearly. Rehabilitation will 
be speeded up in the countries of Eu- 
rope and Asia outside the Iron Curtain. 
U.S. production, both farm and factory, 
will be kept at a high level. 

Financial implications of the new U. S. 
policy during the next three years have 
been analyzed by World Report, after 
checking with national and international 
experts. The following is an estimate of 
where and when the U. S. is going to lend 
or grant financial assistance from public 
and private funds and to what extent. The 
estimates are made on the basis of what 
actually will be disbursed each year. 
@ Underlying purpose of-the U. S. pro- 
gram, as now planned, is to stop Soviet 
expansion and lift production and trade 
of those countries that want to join in a 
freer world economy. In most cases, as- 
sistance will be required for three years, 
but longer in some. 

Although part of the funds will go 
abroad as outright grants, most will be 
invested as capital with the likelihood of 
some future return. 

The Greek-Turkish deal shows two 
facets of the underlying intention. On one 
hand, the new policy is intended, in the 
words of President Truman, “to support 
free peoples who are resisting attempted 


subjugation by armed minorities or by 
outside pressure.” On the other hand, it 
is to take a load off Britain, which holds 
an important position in that world of 
free peoples. 
@ On a world-wide basis, the policy 
means a steady outlay of U.S. financing 
for a long time. Turkey is expected to get 
along by herself after one year. Greece 
may need another $300,000,000 up to 
the end of 1949, perhaps additional in- 
vestments later. Country by country, here 
is what the policy means to the world: 
In Britain, the financial stress will not 
be eased sufficiently by the U.S. taking 
over British commitments in Greece. The 
U.S. and Canadian loans to Britain will 








PRESIDENT TRUMAN WEIGHS THE ODDS 


be exhausted faster than scheduled since 
prices of imports have risen and needs 
have increased. Canada, with her own 
finances strained, cannot extend more 
credit to Britain. Thus, the U.S. soon 
may face the question of taking over the 
burden of the German program, half of 
which now is béing carried by Britain. 

Without the drain of Germany, Britain 
could stock up on food, raw materials and 
equipment during this year and next and 
reach a balance sometime in 1949. Under 
these circumstances, Britain is expected 
to draw $1,600,000,000 in U. S. loans and 
credits during 1947, an additional $1,300,- 
000,000 in 1948 and $300,000,000 in 
1949. Some additional financing then may 
be covered by the World Fund. 

In Germany, the export-import pro- 
gram for the merged U. S.-British zones 
will not get well started until late this 
year. If the U. S. finds it necessary to take 
over the financing around midyear, the 
total U.S. outlay will be about $600,- 
000,000 in 1947, with $800,000,000 next 
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He would place U. S. bets on a stable future for the nations of the world 
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Peace Investment: U.S. Financing Abroad 





year and $300,000,000 in 1949. From 
1950 on, Germany is to produce an ex- 
port surplus out of which pump priming 
will be repaid as a first charge. 

The methods of U.S. financing prob- 
ably will combine both public and private 
investments. Effects of that investment 
are to show up in many directions. France, 
Belgium and the Netherlands will be 
aided along the road to recovery from 
the war. Italy will benefit. Britain will be 
assisted over her precarious financial 
situation by a savings of about $800,- 
000,000 on the German program. 

France will need about $1,100,000,- 


000 of U. S. loans, direct or indirect, dur- 


ing-the next three years if she is to attain 
the goals set by the Monnet plan of in- 
dustrialization. The money is to come out 
of the Export-Import Bank funds, the 
International Bank and the International 
Fund. France is expected to get an addi- 
tional $200,000,000 from her assets abroad 
and from Argentine and Swiss loans. 
Italy is expected to receive about 
$480,000,000 from the U. S. Government 
and the United Nations Relief and Re- 
habilitation Administration this year. In 
1948. about $360,000,000 will be needed. 
With an additional $200,000,000 in 1949, 
Italy hopes to be self-supporting by 1950. 
Austria will have to be supported with 
$330,000,000, spread over three years. 
The Netherlands, Denmark, Norway 
and Belgium will be financed by the 
World Bank and by private U. S. capital. 
In the Far East this is the outlook: 
The Philippines are to get $600,000,- 
000, which the U.S. will pay for war 
damages and rehabilitation. 
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China's reconstruction, depending on 
internal peace, will require more than 
three years. During the current year, 
China is to get about $250,000,000 worth 
of goods out of UNRRA and U.S. funds. 
In the next two years, about $300,000,000 
and $500,000,000 could be shipped on 
credit if conditions allow. 

Korea, her industrial North sealed off 
by Soviet occupation, will need aid to the 
extent of about $450,000,000 during the 
three-year period. 

Japan now is being supplied with U. S. 
food and cotton at the rate of about $300,- 
000,000 a year. A total outlay of $850,- 
000,000 is likely for the next three years, 
a part of it to be financed privately. 

Other Asiatic countries, such as Iran, 
Siam, the Netherlands East Indies, Pales- 
tine and Saudi Arabia, are to be strength- 
ened by U.S. dollars through the means 
of the Export-Import Bank, through the 
dollar resources of the International Bank, 
and investments of private capital. 

South and Central America, with the 

exception of Argentina, which exports 
capital, will receive dollar credits from 
the same sources. In addition, they can 
be expected to draw upon their dollar 
balances held in the U.S. - 
@ Total aid by U.S. capital to the rest 
of the world, as shown by the chart on 
this page, will amount to an estimated 
$7,600,000,000 in 1947, to $7,760,000,- 
000 in 1948 dnd will decline slightly to 
$5,710,000,000 in 1949. This outflow of 
capital also includes remittances, pur- 
chases of gold and the liquidation of 
dollar balances. 

Where and when this money is to go 


out from the U. S. is indicated in the fol- 
lowing table, which lists all figures in 
millions of dollars: 


Public loans and grants to: 
1947 1948 1949 


Britain 1,600 1,300 300 
Germany * 600 800 #300 
Italy 480 360 200 
Austria 120 110 100 
Greece 200 240 160 
Turkey 50 50 --— 
China 250 300 500 
Japan 300 300 250 
Philippines 200 300 .100 
Korea 150 200 100 


Other countries 1,100 400 — 
International institutions: 
World Bank 200 1,200 1,500 
World Fund 200 =. 00 400 
Private U. S. capital: : 
Investments abroad 250 300 400 
Remittances 700 600 400 
Short-term capital: 
U. S. gold purchases 

and Drawing on 

dollar balances 1,200 1,000 1,000 

Total 7,600 7,760 5,710 


@ Over-all effects of U.S. financing to 


the extent indicated will be tremendous. 


for the next three years both inside and 
outside the United States. 

U. S. exports including the sale of war 
surpluses abroad and civilian supplies, 
amounted to $12,200,000,000 in 1946. 
This year, on the basis of projected finan- 
cial assistance, exports are expected to 
reach $13,200,000,000 and go up to $14,- 
000,000,000 in 1948. Exports for 1949 
should be about $13,000,000,000. 

As production overseas is gradually re- 
stored, U.S. imports are expected to rise 
to about $6,500,000,000 in the current 
year, to about $7,000,000,000 in 1948 
and $8,000,000,000 in 1949. Revival of 
tourist trade and international shipping 
is going to put more dollars at the dis- 
posal of other countries to be used in pay- 
ing for U. S. services. 

U.S. farm products will find ready 
markets abroad this year. The demand 
probably will fall off gradually through 
1948 and 1949. 

U.S. industrial goods, on the other 
hand, will find expanding markets abroad 
in 1948 and 1949 when orders for equip- 
ment at home are likely to decline. 

U. S. coal exports are to reach a record 
high in 1947 but will drop off after this 
year. 

U. S. manufacturers of consumer goods 
are due to benefit in the long run from 
improved living standards and more pur- 
chasing power abroad. 

@ World-wide meaning of develop- 
ments inside the U.S. sums up this way: 
The world, without the U. S. undertaking, 
would have been faced with a business 
slump some time next year. With the new 
U.S. policy, if it is followed through 
everywhere, the world can expect expand- 
ing trade despite a decline in some prices. 
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POLITICAL RIVALRY 
DIVIDES GREEK LABOR 


Factionalism of union leaders puts 
workers’ welfare in background, 
aggravates instability of nation 


Reported from ATHENS 


Labor unrest that has baffled the 

British awaits United States officials who 
go to Greece. 
: Greek labor, like Greek politics, is 
split between right-wing and left-wing 
factions that fight tenaciously for su- 
premacy.. Work in Government offices, 
in ports and in industry is being inter- 
rupted by strikes for higher wages. A 
bankrupt Government, trying to get used 
to its new King, Paul I, has been unable 
to get labor unity or to protect workers 
from the pinch of inflated prices. 

For the U.S., the question now is 
whether $300,000,000 plus American ad- 
vice will succeed where British methods 
failed in dealing with organized labor in 
Greece. 

@ Wage demands may be harder to cope 
with than political factionalism. 

Paul A. Porter, Chief of the U.S. 
Economic Mission to Greece, has told the 
U.S. Congress that there is the “immi- 


nent threat” of a wage inflation added to. 


the prospect of budget inflation. 

Civil servants, are aroused over the 
cost of living. The importance of their 
duties and their vast numbers—estimated 
at more than 180,000 in a country of 
7,200,000 people—make their dissatis- 
faction a real threat to the nation’s 
stability. 

A recent strike won the Government 
workers a temporary concession whereby 
they get six weeks’ pay for four weeks’ 
work each month. They declare that, if 
they do not receive this same pay in 
April, they will strike again. 

A fairly well-paid Greek civil servant 
gets about 250,000 drachmas a month. 
Which equals $50 at the official exchange 
rate and $32 at the unofficial rate. Despite 
special rent, family, travel and overtime 
allowances, Greek civil servants still are 
underpaid in relation to the present cost 
of living. 

The Government, with American ad- 
vice, will have to figure out how to pre- 


vent strikes among its own employes 
while facing a budget deficit this year of 
about $287,000,000, more than. three 
times the amount of currency now in 
circulation in Greece. 

Dock workers have been threatening 
to go on strike if they do not receive 
higher wages. 

The Greek Labor Minister approved 
the demand, but was overruled by the 
Cabinet on Allied advice. It was feared 
that a raise for dock workers would touch 
off another round of inflationary increases 
in all wage and price fields. 

@ Labor politics complicates settlement 
of economic issues. : 

Organized workers in Greece do not 
constitute a large percentage of the popu- 
lation, most of which is engaged in 
farming. It is estimated that there are 
260,000 unionized workers in Greece. 
Their importance comes from the fact 
that they are concentrated in Athens and 
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ECONOMIC MISSIONER PORTER 
He told Congress about it 


other centers where they act as bell- 
wethers for the country’s political move- 
ments. 

Two groups of leaders are contending 
for control of the labor movement. One 
group, called ERGAS, elected shortly 
after the liberation of Greece, is domi- 
nated by Communists, and is recognized 
by the World Federation of Trade Unions. 
The other was appointed by the Greek 
Government, which naturally favored 
people of right-wing sympathies. The 
Greek Supreme Court has declared 
ERGAS to be illegal. 

The British Trades Union Congress 
has tried to make peace between the fac- 
tions. The TUC supervised the election 
in which the Communists won control. 
Feeling a responsibility for what hap- 
pened, British unionists have opposed 
the Greek Government's method of fight- 
ing back with a hand-picked labor leader- 
ship of its own. In addition, British labor 
has been putting pressure on Foreign 
Secretary Ernest Bevin to settle the 
question. A British labor expert reached 
an agreement with the Greek Govern- 
ment under which an entirely new labor 
executive would be created, a mixture 
of rightist and leftist members with a 
majority of two for the left wing. This 
agreement was never carried out by the 
right-wing unions that enjoy Government 
support. 

The British are finding their efforts to 
settle Greek Labor's difficulties a thank- 
less task. John W. Mowinckel, World 
Report correspondent, reports by radio 
from Athens that the right-wing unions 
claim the British are trying to cram leftist 
ideas down their throats. The leftist 
ERGAS resents British interference as 
favoring the conservatives. Mowinckel 
says: 

@ “The main trouble is that opposing 
factions in the labor movement are 
interested principally in politics, using 
unions as an arena and relegating the 
welfare of the workers to second place. 

“The dispute involves President Tru- 
man’s plan to aid Greece with $300,000,- 
000. Right-wing unions have the same 
attitude as the Government toward Amer- 
ican assistance. ERGAS says the dollars 
are necessary but they are certain the 
Government will misuse the funds, that 
American controls will protect U.S. and 
not Greek interests, that dollars are being 
used to fortify an American base protect- 
ing Near East oil, that the British failed 
and so will the U. S.” 

q@ A labor settlement is not expected un- 
til political stability is reached in the 
whole country. Until then, neither side is 
willing to compromise, since each wants 
complete control. 
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CONCESSIONS BY FRANCE AND U.S. 
OPEN PATH FOR DEAL AT MOSCOW > 


Allies may be unable to revive 
Germany’s economy, however, 


even if they agree on methods 


Reported from MOSCOW, 
BERLIN and WASHINGTON 


It is slowly becoming apparent 
that the Allies may be unable to revive 
the German economy even if they agree 
at Moscow on how to do it. 

In part, this is because Russia and 
France are most concerned, now, with 
their own recovery. Robert Kleiman, 
staff correspondent for WORLD RE- 
PORT at the Moscow Conference, radios 
that what France and Russia want is 
U.S. financial help, either indirectly by 
way of German reparations, or directly 
by way of the U. S. Treasury. 

A stable Germany, and the economic 
recovery of Europe, are secondary con- 
siderations to the French and Russians. 
But even if the Moscow meeting should 
produce broad agreement on these issues, 
the prospect for actual achievement is 
poor. From inside Germany the evidence 
mounts that the Germans may be the only 
ones who can revive their economy: 


What is happening within the Reich 


adds up to strong pressure on the Big 
Four for quick agreement at Moscow. 
Coal miners in the Ruhr are striking for 
more food, at a time when German and 
French industry are clamoring for fuel. 
Production throughout Germany is far 
below the levels set by the Allies, and in 
the merged Anglo-American zones is go- 
ing down instead of up. Zonal boundaries 
are turning into barriers that economic 
recovery will have difficulty in scaling. 
Outside occupied Germany there is 
equally strong pressure for an under- 
standing, particularly between the U. S. 
and Russia. American dollars and influ- 
ence are edging closer to Greece and 
Turkey now that the influential Foreign 
Relations Committee of the U.S. Senate 
has approved unanimously President Tru- 
man’s $400,000,000 program. An amend- 
ment, permitting the United Nations to 
vote against the U.S. program if the 
U.N. is ready to take effective action 
itself, challenges Russia to see how many 
votes she can round up in opposition. 
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q@ A Big Four deal thus is overdue. The 

basis for some sort of compromise is be- 
ing laid at Moscow under cover of a 
heavy fog of pessimism. As Correspond- 
ent Kleiman sees it at the scene of the 
Conference: 

“Concessions by. the Americans and 
the French are opening a path for real 
bargaining here. A Moscow agreement 
on the economic and political unification 
of Germany has come at least within the 
realm of possibility. , 

“The American offer, made by Secre- 
tary of State George C. Marshall, to con- 
sider extracting reparations from Ger- 
many out of current production, rather 
than wholly in the form of dismantled 
plants, is the most important change in 
position yet announced by any of the 
Big Four. (See page 44.) 

“France's change in position is not far 
behind in significance. By agreeing to 
discuss the early creation of a provisional 
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U.S. INFLUENCE WAS EDGING CLOSER TO GREECE 





government for Germany, the French are 
yielding on a principle they have clung 
to tenaciously. 

“The U.S. position on reparations is 
a victory for the views of Gen. Lucius D. 
Clay, the American Military Governor for 
Germany, who has been advising Mar- 
shall. Other members of the U.S. dele- 
gation, notably John F. Dulles and off- 
cials of the State Department, have been 
advising Marshall otherwise. But the fact 
that the U. S. Secretary took neither Clay 
nor Dulles to the secret sessions of the 
Foreign Ministers is presumed to mean 
that Marshall is not finally committed to 
either view. And the form of the U.S. 
proposal on reparations leaves plenty of 
room for maneuver. 

“The Russian position, fixed on a rep- 
arations claim of at least $10,000,000,000, 
makes it doubtful that Soviet diplomats 
will accept the U. S. proposal as it stands. 
To get an agreement, therefore, Clay has 
advised Marshall to take the following 
line: 

“It is a serious error for Russia and 
France to attempt to solve their own in- 
ternal economic problems by a levy on 
the German economy. The higher coal 
deliveries the French want from the 
Ruhr, for example, would mean reduced 
output from German industry. On the 
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other hand, the U. S. recognizes the valid- 
ity of Franco-Soviet claims to economic 
aid, and is prepared to consider assistance 
outside of any German settlement. 

“The Clay proposal, in other words, is 
for U.S. loans direct to France and Rus- 
sia. The American General is known to 
feel that this is the only way to break the 
Allied log jam over reparations and a 
unified Germany, without seriously prej- 
udicing the chances for economic re- 
covery. 

“The British share this view. They 
point out that steel production in Ger- 
many today is less than half the figure set 
by the Allies last year. Talk about a 
higher goal merely offers German indus- 
try the hope of expanding after 1950, but 
does not affect the present crisis of under- 
production, which makes payment of 
reparations from current output imprac- 
ticable now. 

“The Russians want manufacture] 
goods now, not after 1950. As Clay and 
the British here see it, the U.S. is the 
only country that can provide them.” 
qj] Retreat from Potsdam is going into 
high gear, whatever happens at Moscow. 
The agreement the victorious Allies 
signed at Potsdam in August 1945 is be- 
coming a faded memory, no longer con- 
sidered an operating guide to the con- 
trol of Germany. 

Basis of reparations is broadening to 
take in items Potsdam was very quiet 
about. Idea of the victors in August 1945 
was to pay Allied war claims in the form 
of German factories and machines. This, 
it was thought, would have the double 
virtue of removing Germany's power to 
make war in the future and at the same 
time assisting the victims of Nazi aggres- 
sion to rebuild their own economies. 

Now, at Moscow, in response to a long 
campaign of Soviet-French pressure, the 
U.S. and Britain agree that transfer of 


STRATEGY SESSION OF THE U.S. TEAM IN MOSCOW 


German plants contains less virtue than 
was apparent two years ago. Chief ques- 
tion, so far as the U.S. is concerned, is 
how to pay reparations out of current 
German production without having the 
U.S. foot the bill, through its heavy ship- 
ments of food and raw materials into 
the Reich. 

The German level of industry based 
on the Potsdam Declaration is proving 
too low to give Russia the reparations in 
goods she demands, let alone reimburse 
the U.S. and Britain for their expendi- 
tures in reviving the German economy. 
Therefore, the over-all level of output, 
fixed last year at about 50 per cent of pre- 
war capacity, is to be raised. Steel pro- 
duction of 5,500,000 tons a year, which 
appeared high to the U.S. and Russia 
when it was agreed on a year ago, now 
turns out to be inadequate. The Soviet 
Union, especially, needs steel with which 
to gird up the Five-Year Plan. 

A unified Germany, which two years 
ago the Allies said meant economic but 
not political centralization, now means 
different things to different people. 

The Russians think it calls for a strong 
central government, with political as well 
as economic power concentrated at Ber- 
lin. The French want only enough cen- 
tralization to enable the German economy 
to function, and, apart from that goal, the 
weaker the German government the bet- 
ter, in the French view. The British and 
Americans favor a stronger central gov- 
ernment than the French,.but not im a 
form that would permit the Communist 
Party to seize power and turn the 
country over to Moscow. 

The one kind of Germany least likely 
to emerge, apparently, is the kind set 
forth at Potsdam. If the Moscow Con- 
ference agrees on any form of provisional 
government for Germany, the odds are 
that it will be neither as centralized as 


Russia wants nor as decentralized as 
France demands. The Potsdam ideal of 
a Reich unified for production, but com- 
partmentalized for political control, keeps 
running into the difficulty that no modern 
industrial state functions that way in 
practice. 

@ Who is to run Germany remains the 
basic problem. It is plain the Allies have 
not yet been able to do it successfully. 

The record, after nearly two years of 
occupation, discloses a country near the 
bottom of the list in economic and poli- 
tical progress since V-E Day. There is 
less to eat, wear or live in than in any 
other industrialized area of Europe. The 
Anglo-American Allies, at least, are hav- 
ing to put into Germany far more than 
they can take out. 

Zonal merger, now effective for the 
British and American zones in Western 
Germany, thus far has failed to solve the 
problem. The official hope is that, by in- 
vesting $1,240,000,000 in food and raw 
materials, the Anglo-Americans may re- 
capture $350,000,000 from exports from 
the combined zones by 1950. 

The hopes are dimmed, however, by 
such shadows as food riots in the Ruhr, 
a wave of hoarding by German farmers, 
a persistent black market and an indus- 
trial production that has declined rather 
than increased under the merger. Anglo- 
American efforts to change this picture 
are in turn hampered by difficulties in ad- 
ministration and in the working relation- 
ships between the British and American 
organizations in the area. 

If an Anglo-American team has trouble 
in reviving the industrial heart of the 
Reich, the likelihood that a Big Four 
team could succeed with all of Germany 
is not considered very promising. 

Only possibility left, if the Allies can- 
not revive German economy, is to retire 
from the field and let the Germans try it. 
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GERMANY’S SWOLLEN POPULATION 
GENERATES DANGEROUS TENSIONS 


Emigration may help solve problem, 
but workers wanted by other lands 
are needed in Reich’s own industry 


Reported from BERLIN, 
PARIS and WASHINGTON 


Much more trouble for the world 
is going to come out of Germany in the 
months just ahead. There are too many 
Germans, facing an uncertain future, liv- 
ing in what is left of Germany. 

Germany cannot earn her living, 
as the U.S. wants; pay $20,000,000,000 
in reparations very soon, as Russia wants, 
and still provide the exports that all Eu- 
rope needs. 

French Foreign Minister Georges Bi- 
dault says his country will welcome more 
than 1,000,000 Germans because Frauce 
needs more workers. But the French 
would take the strong, rejecting the weak. 

As a result, while the victors quarrel 
and bargain, Germans wait for allied 
agreement on their future, growing sullen 
and desperate. Strikes like those in the 
Ruhr may spread; more violence is to be 
expected. 

@ “What might be done,” reports 
Thomas Hawkins, World Report staff cor- 
respondent, from*Berlin, “is to send some 
Germans abroad. 

“Farmers and their families, particu- 
larly those who are refugees from the 
farm territories Germany lost in the 
East, would be welcome in countries 
whose people are moving to industrial 
jobs in cities. 

“Factory workers skilled in handling 
machines and making machine tools 
would have little trouble finding jobs. 
Most countries need skilled labor. 

“Women from Germany might find 
jobs as domestic servants abroad. Some 
could do factory work. 

“Some emigration undoubtedly would 
help Germany’s recovery. Emigrant sav- 
ings in world currency would be banked 
to Germany’s credit, enabling more pur- 
chases abroad, while emigrants would be 
credited with marks in Germany. 

“The drawback to Bidault’s plan for 
German immigration to France is that the 
French want what Germany can spare 
least—young men. 
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“Miners and technicians, which the 
French are especially eager to find, are 
needed to lift production- in Germany's 
own Ruhr. 

“France is not eager to take German 
couples to raise German families within 
France. The French want to bulwark 
their own population while reducing the 
German birth rate. They want young 


Germans who could marry French girls - 


and raise families of French citizens.” 

The French need is set by the Mon- 
net Plan, a recovery program that calls 
for an increase of the French labor force 
by 1,200,000 workers after the 440,000 
German prisoners now in France are re- 
patriated. 

Most German prisoners, particularly 
the 55,000 now employed as miners, have 
been invited to stay as voluntary workers 
for an additional year. Few have ac- 
cepted. Out of 5,000 prisoners working in 
mines of the Moselle district, only 100 
agreed to stay on the job for another year 
at wages equal to those given French 
miners. 

To help meet the labor shortage, 
France agreed to recruit 200,000 workers 
in Italy, but selection is a slow process. 
French officials rejected one out of every 
two Italians seeking jobs as miners on 
the ground that they were not physically 
fit for such work. The same careful selec- 
tion would disqualify many German job 
hunters. 

@ The German problem is not density 
of population, as Bidault suggested at 
Moscow, but character of population. 

It is true 71,000,000 Germans now 
are slated to be crowded into an area one 
fourth smaller than the old Germany, 
which supported only 69,600,000. It also 
is true that a square kilometer of German 
land is to have an average of 200 inhab- 
itants, compared to 168 before the war, 
while only 75 Frenchmen and 62 Poles 
live in areas of the same size in their 
countries. 


Difficulty is that each German worker 
now has more dependents. The all-Ger- 
man ratio of women to men is 125 to 100, 
but the proportion of women is still 
greater in the lower-age groups. In the 
U.S. zone there are 163 women to 100 
men between the ages of 20 to 25 and 
190 women to 100 men in the 25-to-30- 
age group. 

Old women and mothers whose men- 
folks were killed during the past war 
or still remain abroad as prisoners are 
the unwanted in todays Germany. In 
some areas of the country there are 
shortages of labor in all branches of in- 
dustry and agriculture. 

When Swiss officials went into the U. S. 
zone to contract for about 15,000 Ger- 
mans to help Swiss farmers each spring 
and summer, they found U.S. officials 
facing a labor shortage of their own. The 
Swiss were told that they could employ 
only women over 50 or women over 40 
with at least two children. 

Displaced Germans provide a major 
problem in readjustment. Most are 
strangers to what is left of Germany. 
They come from farm families who left 
their only roots in the soil of Czechoslo- 
vakia, Hungary, Austria, Yugoslavia or 
Romania, or in those German areas an- 
nexed by Poland and Russia. 

Under the Potsdam Agreement, these 
Germans, numbering millions, were 
driven into a-sttange land to shift for 
themselves or to become subjects of 
charity. Land could be found for few 
of them in the Western zones. As a result, 
they are bitter, ripe for any movement, 
nationalist or leftist, that promises them 
land and work. 

France, despite her need for labor, does 
not want Germans from the East. French 
recruiting agents looking for labor in the 
French zone have instructions to reject 
refugees from the East. Officials call 
them “too nationalistic,” too anxious to 
restore prewar Germany. 

@ Most Germans are willing to obey 
their conquerors’ orders because there is 
no alternative. What is making Germans 
restless today is that their conquerors are 
unable to agree on what Germans will 
be permitted to do. 

To work in Germany, the Germans first 
must wait until the conquerors agree to 
revive Germany's industrial economy. 








tenia 


ee 











~ 





o S$ $6 





amy 1 


~ 


PREWAR 








Germany's Problem: Less 


2 &:: @ 


5saS 6 


-_ 2: @: 


Area: 181,700 sq. miles 
Population: 69,600,000 







6 


% 
é 
© 


o 6 6 6 6S 





Room for More People 





Area: 137,640 sq. miles 
Population: 71,000,000 


POSTWAR 








Russia is willing to agree only if she gets 
reparations from current production, but 
the U.S. and Britain consider Russian 
demands excessive. France is willing to 
approve any plan for Germany only if 
the French get Ruhr coal, which the 
United States and Britain feel should be 
kept mainly for Germany’s own use until 
recovery begins. 

To emigrate for jobs, Germans must 
find countries that are willing to take 
whole families—dependents as well as 
wage-earness. Selected families may find 
homes in Argentina, Brazil, Venezuela 
and other sparsely populated countries. 
Even assuming that the French take 
2,000,000, however, no more than 3,000.- 
000 Germans could be settled outside 
their own country under present condi- 
tions. Former U.S. President » Herbert 
Hoover says Germany could not become 
a pastoral state, able to support itself, 
unless 25,000,000 Germans were moved 
out. 

To get more land for self-support, Ger- 
mans look to American diplomacy. The 
U. S. proposes that both the Ruhr and the 
Silesian industrial areas be placed under 
the control of the United Nations. If 
Russia agrees, Germany's frontiers may 
be moved eastward to take in farm- 
land that Poland wants to keep as com- 
pensation. for Polish territory taken by 
the Russians. 

To live on charity, the Germans must 
find someone willing to pay their bills. 


Taxpayers of the United States and 
Great Britain aré contributing about 


$600,000,000 a year to prevent starva- . 


tion in their zones of Germany alone. 
Britain's taxpayers are too poor to 
carry their burden much longer. The 
U.S., which has spent, or promised to 
spend, more than $15,000,000,000 for 
civilians outside the United States, has 
not been willing to bear the German 
burden alone. 
@ Danger signs now are appearing 
throughout Germany. 

Strikes called in the Ruhr this month 


‘took not only the miners, but Krupp 


metalworkers at Essen, away from their 
jobs. Nearly 300,000 Germans quit work 
to parade in protest against the break- 
down of food distribution. 

Germans blame the British officials. 
The British blaine German civilian au- 
thorities who, they say, failed to collect 
more than half the grain, two thirds of 
the meat and three fourths of the fats 
that German farmers were to have con- 
tributed to the rationing pool. 

Behind these official reasons lay. a long- 
smouldering resentment among miners 
in the Ruhr over their normal rations. 
The miners get extra rations in addition 
to the right to purchase such luxuries as 
coffee, sugar, liquor and cigarettes. But 
their families are promised the normal 
ration of 1,550 calories a day, while in 
the Saar, under French administration, 
both the miners and their families get 


Copyright, 1947, by World Report 


extra rations. Saar production per man 
is higher. 

Homeless youths, many of them former 
leaders of the Hitler Youth and some 
cast adrift from homes in the Eastern 
territories, are causing trouble for the 
police and occupation forces. Formed in 
gangs, they roam rural areas seeking 
food. Early this month German police 
called for U.S. military help to quell 
a disturbance in the main square of 
Frankfurt, where 200 youths were in the 
center of a crowd aroused by baseless 
reports that an American civilian had 
stabbed a German girl. 

Immigration, still is swelling Ger- 
manys excess population. The Polish 
Government announced that 400,000 
Germans still in the Eastern territories 
would be expelled to the British and 
Soviet zones by June. More than 3,610,- 
000 Germans already have been ousted 
from these areas. In addition, millions 
of Germans fled west before the Poles 
took over. 

@ Tomorrow's Germany, according to 
statisticians, will achieve a normal bal- 
ance of population in about 20 years, 
througir a reverse of the current excess 
of births over deaths. 

Today's Germany, however, awaits a 
solution to the population problem. Big 
Four agreement may make the country an 
economic powerhouse for Europe. Delay 
may turn Germany imto a desperate 
source of trouble. 
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ARGENTINA SQUEEZING IMPORTERS 
FOR FUNDS TO AID 5-YEAR PLAN 


Government to extend controls and 
designate purchases abroad in move 
to develop the country’s economy 


; Reported from BUENOS AIRES 


The Argentine Government, al- 
ready making huge profits as the exclu- 
sive selling agent of most of the coun- 
try’s exports, now is seeking similar rev- 
enues from imports. 

Existing controls over imports 
are to be tightened and extended. New 
controls are to be applied. The Govern- 
ment is expected eventually to dictate 
what can be bought, how much can be 
bought, what price can be paid, what 
rate of exchange shall be allowed and 
how much customs duty shall be levied. 
It may decide even to become the ex- 
clusive purchasing agent abroad for the 
entire country. | 

Profits from these operations, along 
with the gains from export sales, will 
go into the federal Treasury ‘to help 
finance President Juan D. Peroén’s Five- 
Year Plan. And purchasing abroad is 
to be channeled into lines that the Gov- 
ernment considers helpful in the develop- 
ment of Argentina's economy. 
qj] Key agencies of the Government in 
its program to control imports are 
the Central Bank and its subsidiary, the 
secretive Argentine Institute for the Pro- 
motion of Trade (IAPI). Head of both 
these agencies is Miguel Miranda, a suc- 
cessful businessman who is Perén’s No. 1 
strategist and commander in the field of 
economics and trade. 

The Central Bank, which the Gov- 
ernment took over last spring, now is the 
most powerful institution in Argentina. 
It controls imports primarily through its 
monopoly on the granting of exchange 
for purchases abroad. 

The IAPI is virtually all-powerful in 
external trade. In less than a year, it has 
grown from a vague organization existing 
only on paper to a body of several hun- 
dred employes. But little has been pub- 
lished about its activities. It publishes no 
balance sheets. It makes no announce- 
ments. It grants no press interviews. 

Already, the IAPI is the sole exporter 
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of the most important commodities pro- 
duced in Argentina. It has made trade 
agreements with more than a dozen coun- 
tries. It is the Government's purchasing 
agent abroad. It is to finance and share 
in the management of Government cor- 
porations to be set up in Chile and Bolivia. 
And it will buy imported machinery and 
materials needed by these corporations. 

“The IAPI's potentialities are limitless 
if it implements its charter,” reports Ber- 
nard S. Redmont, staff correspondent of 
World Report, in a wireless dispatch 
from Buenos Aires. “For the charter gives 
the IAPI the right to engage in any kind 
of business or activity. 

“While it originally was asserted that 
the IAPI merely would complement pri- 
vate enterprise, it now seems determined 
to monopolize and even supplant certain 
private activities. Importers and export- 
ers fear they may be relegated to the 
role of mere commission agents.” 
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MIGUEL MIRANDA 
His secret [API holds all the trumps 


Miranda, in framing and applying 

the policies that are to make imports 
profitable, is following the aggressive tac- 
tics that enabled him to build a fortune 
estimated at $10,000,000. 
@ Controls to be used in extracting 
profits from the import trade include a 
few that long have been in use. But others 
have been imposed only recently. And 
still others have not yet been declared. 

Multiple rates of exchange, an old de- 
vice, are getting intensive use now. The 
Central Bank grants three rates for pur- 
chases abroad. 

A preferential rate, which gives the 
paper peso a value of 26.8 U.S. cents, is 
allowed for purchases of goods con- 
sidered essential, particularly for the 
Five-Year Plan. This rate gives the peso 
its maximum purchasing power. 

A basic rate, which accepts the peso at 
23.6 cents, is granted for the purchase of 
imports that are needed in Argentina 
but which the Government does not con- 
sider essential. For the purchase of lux- 
uries, the peso commands only the auc- 
tion rate of 20.25 cents. 

The Government can vary the volume 
and price of any imported commodity by 
shifting it from one rate to another. Ap- 
plying this method, the Government re- 
cently forced a cut in the prices of autos. 

Customs duties can be, varied widely 
under power which the Argentine Con- 
gress conferred recently on the President. 
He can raise or lower duties 50 per cent. 
In extreme cases, he can change them 
100 per cent. And he can impose duties 
as high as 25 per cent on goods that now 
are duty free. 

The importer, thus, cannot be sure 
what duties will be imposed on the goods 
he buys abroad. The price to be charged 
inside Argentina cannot be _ predicted 
with certainty until the goods clear cus- 
toms. And the Government can increase 
its revenues by raising customs rates. 

Quotas now are beginning to be ap- 
plied to imports of certain classes. By 
raising or lowering the quota, the Gov- 
ernment can control the volume of im- 
ports of any commodity. The list of com- 
modities subject to quotas can be changed 
at any time. And the size of any quota is 
liable to révision without notice. 

Central Bank approval is being re- 
quired before an importer can contract 
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for the purchase of certain other com- 
modities. 

import permits are necessary for ship- 
ments of all items that are exempt from 
quotas and from Central Bank approval. 
This control, imposed recently, gives the 
Government a tight rein on imports. Al- 
ready, two lines of business in Argentina 
are feeling its effects sharply. 

Importers of electric refrigerators can- 
not get permits. Imports, thus, are cut 
off. As the result, a virtual monopoly is 
given to the only manufacturer in Argen- 
tina—an affiliate of a U. S. company—that 
makes electric refrigerators. 

Manufacturers of tires and other goods 
made of rubber also are feeling the effects 
of the import-permit system. The IAPI 
bought rubber when world prices were 
high. Now world prices have fallen. 
The IAPI has stocks of expensive rubber. 
The Government refuses to issue permits 
for rubber imports. Argentine manufac- 
turers, thus, have to buy IAPI rubber. 

Argentine industrialists are afraid the 
IAPI will follow a similiar policy to get 
rid of steel and other commodities that 
it bought at high prices. 

@ Vast powers to impose further con- 
trols lie in the hands of the executive 
branch of the Government. These powers 
are contained not only in the charter of 
the IAPI but also in the Maximum Price 








~~ 


Law that Congress passed last August. 

Under the Maximum Price Law, the 
Government can fix maximum prices of 
any commodity or service. It can inter- 
vene in any operation concerned with 
processing, marketing, distributing or ra- 
tioning. It can adjust or remove customs 
duties. It can prohibit imports, perform 
marketing and distribution functions and 
require importers, wholesalers and re- 
tailers to declare their stocks. And it can 
seize stocks of goods. 

So far, the Government has not made 
full use of these powers. But Argentine 
businessmen fear broader application is 
in prospect. 

Redmont reports further: 

“Argentine businessmen and econo- 
mists now believe the trend points to the 
IAPI as the ultimate monopolist of all 
imports. They expect the IAPI sooner or 
later will dictate the prices of imported 
goods and the profits that may be made. 

“Supporters of this program feel that it 
will help the industrial and economic 
growth of the country. But opponents 
fear that it opens the way to further fa- 
voritism, graft, bureaucracy and strangu- 
lation of trade.” 

@ Profits on exports, meanwhile, are be- 
ing boosted further by the IAPI. 

Prices of linseed oil, which the IAPI 
raised last year from 9% to 30 cents a 
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OCEAN COMMERCE AT BUENOS AIRES: It works for the Government on the Government’s terms 


pound, have been raised again. The ask- 
ing price now is reported to be 48 cents. 

For vegetable oils, the IAPI is making 
quotations even higher than the prices 
the British paid last November. IAPI 
prices on sunflower and cottonseed oils 
have risen from 34 to 52 cents a pound. 
Peanut oil is up from 29 to 48 cents. 

Large sales of hides have just been 
made at big profits. The British bought 
350,000 hides at 29% cents a pound. The 
Russians are getting 100,000 at a price 
reported to be 35 cents. Other buyers in- 
clude Czechoslovakia, Belgium, Hungary 
and France. 

Tanning materials also are to yield big, 
ger profits to the IAPI. Manufacturers of 
quebracho extract have been paying the 
IAPI 2 per cent for handling their ex- 
ports. Soon the IAPI cut will be raised 
to 5 per cent. 

The Government has not yet disclosed 
the lengths to which it will go with its 
export controls. However, existing meas- 
ures are to continue. New ones are to be 
applied. Miranda may decide even to 
make the IAPI the exclusive purchasing 
agent abroad—at a profit—of all imports. 
The Government needs money with 
which to finance its Five-Year Plan, and 
it wants to develop Argentine industries. 
Operations in the import field are an 
attractive means of attaining these ends. 
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FINANCING OF TRIESTE 
SPLITS EAST AND WEST 


Russia wants Free Territory’s 
economy linked to Yugoslavia’s; 
U. S.-Britain would tie it to their own 


A new conflict between Russia 
and the West now is developing over 
Trieste. This time the issue is how to fi- 
nance the Free Territory to be created 
there by the United Nations when the 
peace treaty with Italy comes into force. 

.  Areport on Trieste’s finances sub- 
mitted by experts of the Big Four to the 
Council of Foreign Ministers in Moscow 
reveals a deep rift between Russian and 
Western ideas on how to pay the bills 
of the international territory. 

The argument boils down to whether 

Trieste is to become part of the Russian- 
backed economy of Yugoslavia or is to 
continue doing business with Western 
countries. The financial report, not yet 
made public, sets out in detail the dif- 
ferences between Russia and the Western 
Allies. It shows this: 
@ If Trieste turns West to do business, 
the Free Territory will lose $35,000,000 
in its first year of operation. The United 
States is prepared to meet part of this 
deficit. 

The Government’s budget, according 
to Western analysts, will show a deficit of 
$18,000,000. Normal expenses will be 
about $27,000,000, slightly less than nor- 
mal revenues. The biggest so-called nor- 
mal expense item will be for police— 
about $4,000,000. 

A special budget for relief costs in 
Trieste is recommended by experts of 
the United States, Britain and France. 
This calls for a grant or loan of $22,- 
000,000 to be spent for a food subsidy, 
for interest on the public debt, additional 
police, additional public works to pro- 
vide employment and to pay the deficits 
of publicly owned agencies, such as social 
insurance. 

_The American share of this extra fund 
for Trieste would come out of the relief 
fund of $350,000,000 that the U.S. Ad- 
ministration now seeks from Congress. 

Trieste will get income in free ex- 
change from world trade, income in 
Italian currency from trade with Italy, 
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and income in goods from barter agree- 
ments with other countries. The ship- 
yards, the port, and vegetable-oil fac- 
tories will be the Territory’s best sources 
of income. 

Trieste’s expenses for food, raw ma- 
terials and manufactured products from 
Western countries will exceed the city- 
state’s income. All the experts, including 
the Russians, agree that Trieste will have 
a deficit. The argument is over how big 
it will be and how to pay it. 

@ If Trieste turns East, doing most of its 

business with Yugoslavia and other coun- 
tries in the Soviet sphere, the Russians 
contend that only a very small deficit will 
result which could be made up quickly 
in later years. 

The Government's budget, according 
to Russian ideas, would need an extra 
loan or grant of only $3,500,000. The 
city’s budget would be only $210,000 out 
of balance. The extra grant, say the Rus- 
sians, should be spent only for a bread 
subsidy and to pay interest on the public 
debt. They do not approve higher ex- 
penses for police, public works and other 
items. 

Under the Russian plan, Trieste would 
not need much free currency, such as dol- 
lars, since most of its food and raw 
materials would come from Yugoslavia, 
in trade for the city’s products and serv- 
ices. This, of course, would tie Trieste’s 


_economy closely to the Russian sphere, 


which is the Russianeand Yugoslav ob- 
jective. 

@ To cut the deficit of Trieste, financial 
experts of the Big Four make these 
recommendations: 

Reform the tax system. 

Reduce public pay rolls by 30 to 40 
per cent. The hope is that those dis- 
missed will emigrate to Italy. 

A tariff system is suggested, although 
this is not a unanimous recommendation. 
The U.S. and France favor no tariffs at 
all. Britain asks that Trieste use the 
Italian tariff schedules. Russia favors 





WHICH WAY WILL IT BEND? 
Zonal boundary in occupied Trieste 


tariffs but would allow free trade be- 
tween Trieste and Italy in the beginning. 

Raw materials are essential to Trieste’s 
industries. The experts say that some 
means must be found to get them from 
world markets at low prices. A terri- 
torial purchasing agency may be set up 
for bulk buying of imports. 

Currency stabilization could be aided 

by keeping Trieste’s money separate from 
the money of the 15,000 occupation 
troops to be placed in the city. Occupa- 
tion currency would have to be re- 
deemed by the three occupying coun- 
tries, U.S., Britain and Yugoslavia. 
@ The issue behind this financial argu- 
ment between Russia and the Western 
Allies is the same one that has marked 
discussions of Trieste at all meetings of 
the Council of Foreign Ministers. It is 
whether Trieste shall turn East or West 
for its economic and political support. 

The experts from the Western coun- 
tries are willing to see the Free Terri- 
tory operated at a deficit that is heavy 
for an area of its size and population of 
500,000. Their recommendation is that 
its unusual port facilities and its pre- 
dominantly Italian population be kept 
linked to the Western system. 

Yugoslavia, with Russian backing, 
wants to absorb Trieste into her econ- 
omy and, to support her argument, con- 
tends this can be done at very little 
cost. 

The upshot is that compromise over 
Trieste’s frontiers is not to bring any 
compromise in world rivalry for strategic 
control of the city. 








- Pee oo - a 


















atch 














Reg. Appa. for U. 8. Pat. Of 


BRIT'SH GOVERNMENT 
PURGES COMMUNISTS 


Members of party working on atomic 
research projects are quietly ousted. 
Scope of security move is kept secret 


Reported from LONDON 


British Military Intelligence now 
is quietly purging Communist Party 
members from civil service positions. 

Known targets of the purge are 
Communists who have obtained, or are 
trying to obtain, jobs as workers on the 
Government's atomic research project. 
But the scope of the drive, a closely 
guarded secret, may be broader. 

The Labor Government, despite the 
wishes of radical members of the Labor 
Party for a softer attitude toward Russia 
and communism, indicates that it is 
standing squarely behind Military Intel- 
ligence in the matter. 

@ Security of the British Government 
and its people is the incentive behind the 
action against Communists. Military In- 
telligence, a powerful arm of the War 
Office, has been acutely sensitive to the 
dangers of Communist betrayal of secrets 
ever since the Russian spy ring in Canada 
was disclosed a little more than a year 
ago. Investigation of the ring in Canada 
revealed that Dr. Allan Nunn May, a 
British nuclear scientist and a Commu- 
nist, had given secret information about 
atomic energy and the electronic fuse to 
Russian agents. 

As the result of that disclosure, Mili- 
tary Intelligence has stepped up its vigi- 
larice against Communists. And, unlike 
U.S. intelligence and security agencies, 
which are accountable to Congress for 
their expenditures and divided in their 
functions, it has a free hand. It can spend 
money without explaining to Parliament. 
Its secret agents operate throughout the 
world, engaging in such intelligence and 
counterintelligence activities as are 
deemed necessary to British security. 

Military Intelligence now is using in- 
formation produced by its secret network 
against Communist employes of the Gov- 
ernment. Removal of these employes is 
accomplished quietly and simply. MI 5, 
a section of Military Intelligence, tells a 
Government department head that it be- 


lieves one of his subordinates should be 
removed for security reasons. The em- 
ploye then is ousted. The reason for his 
dismissal need not be given, and no hear- 
ing is necessary. 

@ Exact scope of the purge is a care- 
fully guarded secret. But it is believed 
relatively few of the British Government’s 
500,000 civil servants are involved. 

“The War Office is so jittery because 
the situation is receiving publicity that it 
refuses even to discuss MI 5,” reports 
E. J. Drechsel, staff correspondent of 
World Report, in a wireless dispatch 
from London. 

“British civil service authorities hold 
that the Official Secrets Act prevents 
publicizing the activity, but it is known 
that the purge is small compared with 
that which the U.S. Government has 
undertaken.” 

@ Atomic research workers definitely 


are known to have been dismissed, and 
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HE KEPT SILENT 
Communist M. P. William Gallacher 


applicants for jobs in this field have been 
turned down because of membership in 
the Communist Party. 

There is a possibility that workers in 
other lines may be involved. For the tip- 
off that the purge was under way came 
in the form of a protest from L. C. White, 
secretary of the British Civil Service 
Clerical Association. The fact that the 
executive officer of a clerks’ association is 
exercised over the banning of Commu- 
nists from Government jobs may indicate 
that clerical workers, too, are affected. 

@ The Labor Government, in backing 
the purge and defending secrecy, is run- 
ning contrary to the wishes of some radi- 
cal members of-the Labor Party and some 
Conservatives. 

When the issue came up recently in 
the House of Commons, both Conserva- 
tives and radical Laborites requested a 
statement giving a complete picture of 
the situation, radical Laborites also ac- 


cused MI 5 of functioning in the capacity 


of secret police. 

Prime Minister Clement Attlee firmly 
refused to give any definite information 
about the purge, but he maintained that 
the total number of persons affected by it 
was small. 

Both William Gallacher and Philip 

Piratin, the two Communist members of 
Parliament, were silent during the de- 
bate. 
@ Further disagreement is expected to 
crop out at the annual meeting of the 
Labor Party, to be held in a few weeks. 
For communism and the attitude of the 
British toward Russia are to be issues at 
the conference. 

Party leaders emerged from last year’s 
conference feeling that they had a strong 
majority behind them. They had just won 
passage, by a sweeping majority, of a 
resolution preventing fusion of the Com- 
munist and Labor parties. This victory 
followed by a few weeks an overwhelm- 
ing endorsement of the Labor Govern- 
ment’s international policy by the House 
of Commons. 

At this years conference, Communists 
in positions of union leadership are ex- 
pected to make a new fight for a world 
policy oriented toward Russia. They may 
attempt to repeal the ban on party fusion. 
They are almost certain to bring up the 
purge. 

Labor Party leaders are confident that 
they have not lost strength during the 
last year, despite Britain's economic 
troubles. Thus, they are convinced that 
they can fight off any attempts at party 
fusion. And they feel sure that they can 
defend successfully the purge of Com- 
munist Party members from Government 
service. 
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U.S. HELP TO HUNGRY NATIONS 
DAMAGING PRESTIGE OF SOVIET 


Romania looks to America for relief 
after search among her Iron Curtain 
neighbors shows their inability to aid 


Reported from VIENNA 
and WASHINGTON 


Europe's worst famine in 50 
years, costing the lives of thousands in 
Romania, is beginning to have conse- 
quences for the United States and Rus- 
sia as well. 

The prestige of the Soviet Union 
with her neighbors is being undermined 
by an inability to help them in distress. 
‘It now appears the same drought which 
left Romania prostrate also scorched the 
Russian Ukraine, set back the Five-Year 
Plan, and weakened the position of For- 
eign Minister Vyacheslav Molotov in the 
Council of Foreign Ministers at Moscow. 

American relief, as a result, is get- 
ting in under the Iron Curtain on terms 
which the United States Government 
calculates will not nourish communism 
and may win some friends for Western 
democracy. 

Emergency shipments rushed to Ro- 
mania by the United States thus far, how- 
ever, amount to no more than a trickle. 
American relief apparently staved off 
death for between 500,000 and 2,000,000 
Romanians for about a month early this 
spring. But neither the Romanians nor 
their Government knows where the food 


is to come from between now and harvest 


time. 

«| The race with death actually began 
right after V-E Day, in the spring of 
1945. There was a drought that year 
throughout Eastern and Southern Eu- 
rope. There was also, inside Romania, a 
large force of Soviet troops living on the 
land. In addition, under a reparations 
agreement, Russia levied heavily on Ro- 
mania for grain and livestock. This com- 
bined toll of drought and Soviet exactions 
left little for the 14,000,000 Romanians 
who had had to feed a Nazi army of oc- 
cupation during much of the war. 

First call for help came from the Ro- 
manian Red Cross to the American Red 
Cross. Disease, resulting from malnutri- 
tion, was spreading fast. Typhus, malaria 
and tuberculosis began to claim victims 
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before the physicians could reach them. 
Doctors and hospital facilities could not 
begin to cope with an epidemic. In nor- 
mal times, Romania had only one doctor 
for every 10,000 persons. 

How many died that year as a direct 
or indirect result of malnutrition is not 
accurately known. The International Red 
Cross, however, reports that about half of 
all the babies born that year in Romania 
died in infancy. And, for the first time in 
the history of the country, the total num- 
ber of deaths was in excess of the number 
of births. 

In response, the American Red Cross 


INNOCENT VICTIMS 





scheduled shipments of medical aid to 
Romania amounting to $1,750,000. 

The call for food, in addition to medi- 
cine, became clamorous when the 1946 
drought burned even deeper than the dry 
spell of 1945. Only two of the country’s 
seven provinces had a normal crop. The 
farmlands bordering Russia, in Moldavia 
and Bucovina, could neither export grain 
nor feed themselves. 

Wheat, in these provinces, yielded less 
than 10 per cent of a normal crop. Corn, 
which is the staple food of the Romanian 
peasant, weighed in at less than 1 per 
cent of an average yield. Many farmers 
harvested less grain than they had sown 
as seed. 

@ Against this background the Roman- 
ian Government started a search for food 
that began with neighbors and ultimately 
crossed the Atlantic to Washington. 

The Russians were persuaded to re- 
linquish some of the grain they had taken 
as reparations. 


-——_— 


The cries of the starving in Moldavia... 
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The Yugoslavs were prevailed on to 
repay part of the grain they had borrowed 
from Romania. 

The Hungarians, with relatively good 
crops, agreed to lend a few thousand tons. 

The Americans, it was hoped, would 
give or sell the balance of Romania’s 
needs. 

Outlook for a U. S. gift grew dim, how- 
ever, when Washington came to the con- 
clusion that American contributions 
through UNRRA had been used to 
strengthen communistic governments and 
weaken democratic resistance. If Russia 
could afford to sell wheat to France, it 
was assumed she could spare grain for 
Romania, inside the Soviet sphere. 

A Romanian attempt to buy grain from 
the U.S., meanwhile, ran into a new 
snag. Officials of the U. S. Department of 
State had evidence that some of the gold 
which the Romanians offered in payment 
had been looted by the Nazis from Allied 
countries. The U.S. insisted that looted 
gold be turned over to the Allies for re- 
turn to its lawful owners. The question, 
then, was how much of Romana’s gold 
cache in Switzerland was avaliable for 
buying American grain. Over a period of 
several months, up until February of this 
year, it was this controversy that pre- 
vented any possibility of U.S. sales to 
Romania. 

@ Peak of the crisis came in February. 
A mounting toll of death from starvation 
alarmed the Romanian Government and 
appalled American officials in Bucharest. 
Russian insistence on keeping the Iron 
Curtain closed tight against outsiders be- 


gan to give way in the face of a situation 
that the Russians themselves could not re- 
lieve. The conditions under which the 
United States would extend relief were 
accepted by Bucharest within 48 hours. 

The American Red Cross, it was 
agreed, would donate to the Romanian 
Red Cross an emergency shipment of 
4,500 tons of ten-in-one rations and 2,500 
tons of dried beans. Americans would be 
permitted to enter Romania to supervise 
distribution, it was further agreed, and to 
make sure that the following U. S. condi- 
tions were met: : 

Distribution would be free of charge. 
Neither the Romanian Government, the 
Romanian Red Cross, nor private individ- 
uals were to sell the relief food. 

Discrimination on grounds of politics, 
race or creed would be prohibited. 

Guarantees were exacted from the Ro- 
manian Government that, during this 
emergency, Romania would permit no 
grain to leave her boundaries as com- 
mercial exports, as reparations, or in pay- 
ment for grain loans from other countries. 
@ A U.S. shipload, en route to another 
destination while Washington and Bucha- 
rest were cabling back and forth, was 
flagged at Gibraltar and directed to Ro- 
mania’s Black Sea _ port, Constanta. 
Trained observers of the American Red 
Cross were called from other parts of 
Europe for emergency duty in Romania. 
A Romanian plane picked them up at 
Vienna, after Bucharest officials had ob- 
tained visas for them in record time. 

Unloading of the American ship in 
Constanta was also completed in what 
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. .. opened a passage through the Iron Curtain 


local authorities considered a record for 
the port. The ship arrived March 3. By 
March 9, the 7,000 tons of U. S. food was 
on board 490 railroad cars, en route to 
Moldavia. 

Romanian troops, augmented by a 
U.S. detachment from the Allied Control 
Council in Bucharest, guarded the 14 
relief trains to prevent loss or diversion. 
Total loss, between Constanta and Molda- 
via, proved to be % of 1 per cent, well 
below the 2 per cent loss considered nor- 
mal. Some relief agencies, in postwar 
Europe, have had losses as high as 50 
per cent on a single shipment. 

Inside Moldavia the famine victims ac- 
cepted distribution of the food on a town- 
meeting basis. Villagers and peasants 
gathered around Red Cross trucks, and 
agreed on the neediest cases. In some 
places, the village priest read off a list of 
names, asking for approval or disapproval 
with each name. By March 16, distribu- 
tion was complete. All the conditions laid 
down by the U.S., the American Red 
Cross reports, were met. 

The food reached 2,000,000 persons. 
For many of them, it meant an increase 
from 400 calories a day to enough to sus- 
tain life for probably a month. 

@ What happens now, however, is an 
unanswered question. 

Observers of the American Red Cross 
report, as a result of their journey into 
Moldavia, that what is taking place there 
is the kind of famine common in Asia 
but almost unknown in most of Europe. 
For comparison, they have to go back to 
the Armenian famine of 1919. Relief 
workers in Europe are familiar with mal- 
nutrition, but not with death by star- 
vation. 

Bucharest officials estimate that, dur- 
ing February, famine deaths averaged 
700 a week, mostly in Moldavia. Roman- 
idhs trying to escape blighted areas 
crowded onto trains, some of which 
reached Bucharest with as many as 50 
corpses. 

The interval between the énd of the 
U.S. shipment and the 1947 harvest is 
the immediate problem. The sale of 
American grain to Romania, at the rate 
of 18,000 tons a month, has finally been 
arranged and shipments are en route. 
But against this tonnage, which may total 
150,000 by autumn, the Romanian need 
is in the neighborhood of 1,000,000 tons. 

Help from Moscow is not in prospect. 
Russia's Ukraine lies just across the 
border from Romania’s Moldavia, and 
shares the same climate. If there was 
doubt last autumn whether Soviet pro- 
duction was affected by drought, there 
is less doubt after a look at Moldavia. 

More help from America is thus the 
chief hope of Romanian officials. Their 
prospects depend on the extent of Ameri- 
ca’s obligations to countries outside the 
Iron Curtain, as well as on Washington’s 
opinion as to the wisdom of further dis- 


tribution within the Soviet world. 
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FRANCE FACING INTERNAL DISUNITY; 
RIGHT AND LEFT NEAR OPEN FIGHT 


Future of present coalition Cabinet 
hangs in balance as party animosities 
sharpen on heels of economic setback 


Reported from PARIS 


A serious political crisis is de- 
veloping in France. The frail unity of the 
new Fourth Republic.is threatened with 
collapse if an open struggle for power be- 
tween the Communists and anti-Com- 
munists occurs. 

After six months of silence, Gen. 
Charles de Gaulle has launched a new 
attack on France’s powerful Communist 
Party and on the Constitution of the new 
Republic. Now a private citizen, the 
former President might become a rally- 
ing point for French conservatives. 

An ambitious Communist Party, 
frustrated so far in its aim to control the 
French Government, has reacted vig- 
orously to De Gaulle’s comeback. Shar- 
ing in a coalition Government, the Com- 
munists so far have grudgingly subordi- 
nated party interests to national recov- 
ery. De Gaulle’s attack may be the last 
straw. ; 


5 th, 
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Whether a fight to the finish between 
the political parties of the left and the 
right occurs is to depend on events now 
developing in France and abroad. May is 
shaping up as a month of decision. At 
stake is the economic recovery of France 
and the political stability of Europe. 

@ The seeds of disunity show up in po- 
litical antagonisms, but they are the re- 
sult of economic troubles. 

At home, a severe winter destroyed 
some 3,375,000 acres planted to grain. 
That means 200,000,000 scarce dollars, 
otherwise available for needed raw ma- 
terials and machinery, may have to be 
spent for food. Another result of cold 
weather was less coal for industry. France 
has committed all her $650,000,000 loan 
from the U.S. Export-Import Bank. Her 
franc currency is as shaky as ever. 

A prospective deficit of $1,300,000,- 
000 for the next four years and. con- 





ON THE LEFT 


Maurice Thorez 
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Paul Ramadier 


tinuing inflation and hoarding of food by 
farmers mean that France cannot go on 
without outside help or a fundamental 
change at home. 

France’s plan for recovery, worked out 
by Jean Monnet, has been slow to get 
under way. It depends on a million more 
workers, some 22,000,000 tons of coal 
from abroad every year and a loan of 
$500,000,000 from the World Bank. 

As recovery lags, tempers have grown 
short. The truce among opposing parties, 
none of them strong enough to rule 
France alone, is wearing thin. The anti- 
Communists fear that bad times will 
strengthen their rivals. The Communists 
fear a plot to set up a strong government 
under one man. Their fears have not been 
relieved by the appointment of anti-Com- 
munist leaders in the Army and the sus- 
pension of the Communist Prefect of 
Police in Paris. 

Troubles in the colonies are hamper- 
ing recovery at home. France can ill 
afford the money and men to support 
more than 100,000 troops battling against 
rebellion in Indochina. Communists are 
as vigorously opposed to suppression of a 
new revolt in Madagascar as they are to 
the Government's action in Indochina. 

After Communist members of the Cab- 
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inet had agreed to the Government’s pro- 
gram of action in Indochina, Communist 
members of the legislature refused to vote 
for the measure. 

World events are directly related to 
France's ability to recover from war and 
to the survival of her coalition Govern- 
ment. The ability of Russia and the U. S. 
to get along in the world is an important 
condition to the coalition of Communists 
and anti-Communists in France. 

Foreign Minister Georges Bidault’s 
presence at the Moscow Conference is 
counted upon to hold the present Cabinet 
together during his absence. His stand 
on Germany has the support of all parties. 
But in the event that the Moscow meet- 
ing ends in a deadlock between the U. S. 
and Russia and no positive accomplish- 
ment is achieved, Bidault’s return to 
France will not be a happy one. 

The Foreign’ Minister's countrymen 
are counting on him to bring back a prom- 
ise of more coal from the British-con- 
trolled Ruhr in Germany. France also 
wants more than 1,000,000 Germans to 
build up her industrial man power. 
French ideas on how quickly German 
industry should be restored correspond 
more closely to the ideas of the Russians 
than they do to those of the British and 
the Americans. 

In the event of a failure at Moscow, or 
any permanent breach between East and 
West, British Foreign Secretary Ernest 
Bevin also may face difficulties on his re- 
turn to London. If members of his Labor 
Party succeed in replacing Bevin with a 
man more friendly to Russia and less 
friendly to the U.S., France's position 
with relation to the U.S. will be all the 
more difficult. 

The basic dilemma France faces is this: 
With a Communist Party that controls the 
labor unions and is supported by more 
than 5,000,000 voters, she must be on 
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good terms with Russia to have stability 
at home. To recover from war, France 
needs dollars, food, materials and ma- 
chinery available only from the U. S. 

€] The line-up of political parties in 
France is as complex as France's relations 
with the other big powers of the world. 
Under a multiparty system, the Cabinet 
represents a fragile coalition of members 
of the opposing groups. 

A coalition is necessary because no one 
party has a clear majority and because no 
two or three parties can agree to a united 
program against all others. The coalition 
is possible because of a general agreement 
on relations with other countries, espe- 
cially Germany, and on the need to re- 
store industry and increase production 
at home. 

When agreement on these two policies 
no longer exists, the coalition -will col- 
lapse and basic antagonisms will come to 
the fore. 

On the left is the Communist Party, 
the most powerful in terms of votes in 
the French legislature. They hold 182 
seats. The Communist. leader, Maurice 
Thorez, is a Vice Premier in the Cabinet. 
Other Communists serve as Ministers of 
National Defense, Labor, Public Health 
and Reconstruction. Communists would 
prefer full socialization of all industry, an 
all-powerful legislature of one chamber, 
economic nationalism, independence for 
French colonies and close friendship with 
Russia. 

To the right of the Communists are the 
Socialists, who hold 103 seats in the legis- 
lature but control the Cabinet. Paul 
Ramadier is Premier, and Socialists hold 
eight other Cabinet jobs, including In- 
terior with its police power. Because of 
their position half way between the other 
two major parties, the Socialists have be- 
come the compromise choice as leaders of 
the Government. A Socialist, Vincent 
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ON THE RIGHT , 
Charles de Gaulle 
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Georges Bidault 


Auriol, is to be President of France for the 
next seven years. 

In the center are two other parties. 
The biggest is the Popular Republican 
(MRP). It has 173 seats in the legisla- 
ture and five key posts in the Cabinet, 
including Foreign Affairs, War and 
Finance. MRP was once the party of 
General de Gaulle. It is now independent 
and led by Georges Bidault. The MRP 
favors firm ties with the United States 
and Great Britain but recognizes the 
need for smooth relations with Russia. It 
believes in free enterprise and supparts 
the U.S. proposals for freer world trade. 
The MRP wants France to keep her over- 
seas territory. 

Also in the middle ground is the Left 
Assembly Party of Edouard Herriot, 
President of the National Assembly. The 
party has 70 seats in the legislature and 
five Cabinet posts. 

On the right are two parties, together 
holding 67 seats, and eight independent 
members. These are the men favoring 
strong central government and a Presi- 
dent with power to issue decrees carry- 
ing the authority of legislation. The 
leader of the right outside the Govern- 
ment is De Gaulle. 

@ A crisis brought about by an open 
clash between the extreme elements on 
either side of that line-up is a possibility 
in the weeks ahead when the Moscow 
Conference is over and antagonisms at 
home have had the chance to generate 
an internal combustion. The key to such 
a break would be a failure at Moscow 
and continuing economic trouble at home. 

Such a crisis could mean the overthrow 
of the Fourth Republic. It would certainly 
mean the fall of the Cabinet. As long as 
the Communists and the anti-Communists 
lack the strength to rule France alone, 
there is the prospect of continuing poli- 
tical turmoil. 
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BRITAIN’S HARD WINTER 
UPSETS HOUSING PLANS 


Shortages, intensified by storms, 
force Government to modify goals. 
Sixth of year’s program already lost 


Reported from LONDON 


Britain now is forced to write off 
a substantial portion of her housing pro- 
gram for 1947. 

Government officials concede that 
the goal of 300,000 new dwellings can- 
not be realized, and that plans for the 
remainder of the year must be modified. 

How much of the program can be sal- 
vaged still is uncertain. Weather, short- 
age of supplies, lack of organization in 
the building industry, and the low morale 
of its workers—all are adverse factors. 
@ Weather is the leading troublemaker 
now. Edwin J. Drechsel, staff correspond- 
ent of World Report in London, reports 
that Sir Stafford Cripps, President of the 
Board of Trade, estimates that one sixth 
of the new building program was lost dur- 
ing the first three months of the year be- 
cause of the unprecedented winter that 
gripped Britain. But winter did more than 
prevent new construction. 
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WINTER’S LAST WALLOP 





Storm damage to existing housing— 
resulting from gales, floods and heavy 
snows—was widespread. Repair work, 


,on an extensive scale, is needed, and 


this will be competing for materials and 
labor that otherwise would go into the 
construction of new homes. © 

Production losses in factories have ag- 
gravated existing shortages in building 
supplies. The amount of materials in the 
supply pipe line is back where it was a 
year ago; months will be required to pick 
up the lost volume. 

Workers’ morale, already low before 
the storms struck, has been impaired 
further. Idle for the better part of three 
months because of the weather, men in 
the construction trades have been paid by 
the Government for only 32 hours of the 
first week, despite a previous agreement 
designed to guarantee their pay during 
enforced inactivity. 





It did more than prevent new construction 
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@ Supply shortages threaten to grow 
worse. The full impact of production 
losses during the winter is expected to hit 
the building industry about four months 
hence—just when weather conditions for 
construction are nearest the ideal. 

Timber is an acute problem. Britain 
relies almost entirely on imports for this 
essential material. It is in short supply 
almost everywhere throughout the world, 
so Britain must bid in a highly competi- 
tive market at a time when she has to 
conserve her store of international ex- 
change. Efforts to get lumber from 
Russia have failed so far. 

Electrical equipment,. likewise, is ex- 
tremely short. The production stoppages 
of the winter will make the supply even 
shorter. : 

Clay products pose another bottleneck. 
The supply of bricks is far short of what 
is needed. At the start of the year, the 
Government was hopeful of boosting pro- 
duction from the 3,450,000,000-brick 
level of 1946 to a 5,300,000,000 level for 
1947. But this objective now appears to 
be too high. 

Fabricated steel is another weak point. 
Not enough steel beams are being pro- 
duced for the larger projects, and the 
manufacture of lesser items still is too 
limited to provide for incidental but 
essential requirements in construction. 

@ The building industry offers no reli- 
able prop.in the present emergency. Most 
firms are weak financially, and cannot 
promise their employes either employ- 
ment security or satisfactory working con- 
ditions. Overhead is high and production 
efficiency is low, with the result that 
wage standards suffer. 

@ Construction workers, the final im- 
portant factor in the picture, are too dis- 
pirited to contribute their utmost to the 
program. Individual productivity defi- 
nitely is lower than in prewar days. 

@ A complete remedy for all the handi- 
caps is regarded as something that is 
beyond the power of the Labor Govern- 
ment to produce this year. Teams of ex- 
perts have been put to work studying 
speed-up methods, standardization and 
substitute materials for scarce supplies. 
However, there is no optimism that their 
efforts will change appreciably the pres- 
ent uncertain outlook for the rest of 
this year. 

All evidence indicates that the “acute 
shortage of housing in Britain will carry 
over into 1948. An increased flow of 
building supplies, higher efficiency in the 
construction trades and an end to the 
discontent among construction workers 
are necessary. Until these are achieved, 
Britain’s housing program can not expect 
to get back into its planned stride. 
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EAST INDIES ON VERGE 
OF RECOVERY SPEED-UP 


Tin, rubber and oil are expected 
to start flowing to international 
markets soon in greater volume 


Reported from BATAVIA and WASHINGTON 


A general speeding up of eco- 
nomic recovery now is in prospect in 
the Netherlands East Indies, stifled for 
nearly 20 months by political unrest. Al- 
though several obstacles still must be 
cleared, the recent conclusion of a gen- 
eral agreement between the Dutch and 
Indonesians is being regarded as a “green 
light” by some of the overseas firms with 
heaviest investments in the Indies. 

The Standard-Vacuum Oil Company, a 
U.S. firm, is rushing repairs on its oil 
refinery near Palembang, and _ within 
three months expects’ to be producing 
20,000 barrels a day. British and Dutch 
oil interests already have some of their 
fields in operation and are making efforts 
to more than double production. 

A heavier flow of East Indies tin, vege- 

table oils, crude rubber and other scarce 
materials can be expected, with some ship- 
ments to be made almost immediately. 
@ Signs of recovery, daily becoming 
more apparent, are accompanied by indi- 
cations that the Dutch and Indonesians 
are going to encourage American capital 
to help the Indies get back on their feet. 
The number of Americans in the Indies 
is increasing steadily and now is pushing 
the 300 mark, with dependents of U. S. 
businessmen and technicians beginning 
to arrive. The pace is being set, however, 
by the oil companies, which are pushing 
the rehabilitation of their properties de- 
spite the unsettled political conditions. 

Indonesian oil fields, formerly the 
world’s fifth largest, are natural sources 
for the Far East and Australia. Produc- 
tion is being pushed in the Indies to re- 
gain these markets, which have shifted to 
using Persian Gulf oil. Indonesian oil has 
the advantage of being closer to Far 
Eastern markets but still must compete 
with Middle East oil, which is the cheap- 
est in-the world to produce. 

Standard-Vacuum’s American techni- 
cians and thousands of Indonesian labor- 
ers are busy repairing the Palembang 


refinery and the pipe line to fields 85 
miles in the interior. Present plans are 
to have the refinery back in operation in 
June on a “patch-and-repair” basis, with 
a capacity of 20,000 barrels a day com- 
pared to 45,000 before the war. 

Royal Dutch Shell, a British and Dutch 
oil company, expects to produce more 
than 3,000,000 barrels from its Borneo 
fields this year, and during the summer is 
to resume operations on Sumatra. 

Copra production, which made a poor 
showing in 1946, may hit 250,000 tons, 
or 40 per cent of prewar output, this 
year. Shipments last month totaled about 
25,000 tons, a postwar high. They should 
be as heavy in April because their still is 
a large amount of copra available at the 
main Celebes ports, where portable load- 
ers recently have been installed. 

Other industries also are making a 
comeback. Tin production for 1947 will 


be more than double last year’s output of 
10,000 tons. Rubber is making even 
better gains. Large stockpiles of agricul- 
tural products now are being massed for 
export from Central Java. They include 
sugar, tea, coffee, cocoa and spices. 

@ Obstacles still exist, however, to the 
return of normalcy in the East Indies. 
The shooting war has subsided but the 
fighting hasn’t ended. The Dutch and « 
the Indonesians remain at odds on two 
important issues. 

An economic blockade of Indonesian 
ports is being maintained by the Dutch 
Navy. Indonesians are not permitted to 
export products if there is any possibility 
that they might have come from non- 
Indonesian estates. Both the U.S. Gov- 
ernment and the Indonesians have pro- 
tested these regulations. 

Military occupation by the Dutch 
Army of areas within the Indonesian Re- 
public is the other sore point. Acting 
Governor General Hubertus Van Mook is 
agreeable to gradual withdrawal of the 
Dutch military forces but wants this 
coupled with the end of economic pacts. 

The Indonesian spokesman in these 
negotiations is Premier Sutan Sjahrir who 
has at his side Dr. A. K. Gani, Cabinet 
Minister of Economics and the “strong 
man” of oil-rich Sumatra. Both men are 
Socialists but recognize the need of out- 
side capital to develop their country. 

The outlook, therefore, is that, while 
difficulties still are ahead of the East 
Indies, the worst period now is past and 
Indonesian oil, through its rapid come- 
back, is to play an important part in the 
young Republic's development. 





BACK TO WORK AFTER FIVE IDLE YEARS 


This prewar aspect is returning to these refineries in Palembang 
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NEW FINANCIAL POLICY GUIDES U.S. 
IN GIVING AID TO OTHER NATIONS 


Congress to decide on ‘political’ loans, 
while Export-Import Bank will lend 
on basis of economic considerations 


A new financial policy, giving 
Congress a stronger voice in international 
affairs, now is to guide the U. S. Govern- 
ment’s dealings with other countries of 
the world. 

Loans and grants to back up Pres- 
ident Truman’s plan for preventing the 
spread of Communist influences will be 
debated and authorized by Congress on 
their political merits. Aid for Greece and 
Turkey is only the beginning of this type 
of financing. 

Loans from the Export-Import 
Bank are to be judged primarily on the 
basis of economic merit. The controlling 
consideration will be whether the bor- 
rowing country is a good risk. The Bank 
will act solely on applications intended 
to stimulate the world trade of the U. S. 

The result of this shift in emphasis is 

to be a clear distinction, for the first time, 
between the political and economic 
aspects of the financial policy of the 
United States. 
@ The U. S. Congress, responsive to the 
public that provides the funds lent to 
other countries, becomes even more im- 
portant than it has been in world affairs 
as a result of the growing blend of inter- 
national politics and economics. 

The House of Representatives espe- 
cially takes on added stature as measures 
for financial aid, such as the current pro- 
posals to help Greece and Turkey, are 
debated in its committees on foreign af- 
fairs and on appropriations before being 
considered by the chamber as a whole. 

The Senate traditionally influences 
U.S. relations with other countries as a 


result of its Constitutional power to re-- 


view treaties made by the executive 
branch. Addition of the power of appro- 
priation to its previous authority in inter- 
national relations gives the Senate in- 
creased interest in the world’s economy. 

Key figures in congressional considera- 
tions of loans to other countries include 
Senators Arthur Vandenberg of Michigan 
and H. Styles Bridges of New Hampshire, 


22 © WORLD REPORT 


chairmen of the Senate’s Committees on 
Foreign Relations and Appropriations, re- 
spectively. In the House of Representa- 
tives, Charles A. Eaton of New Jersey, 
chairman of the Foreign Affairs Commit- 
tee, and John Taber of New York, chair- 
man of the Appropriations Committee, 
will direct the consideration of aid to 
Greece and Turkey. 

Procedure on such projects now is 
governed by the recent reorganization 
of congressional committees. 

Proposals that involve financial aid to 
other countries first must go to the com- 
mittees dealing with international rela- 
tions. There, questions of policy are de- 
bated, and, if approved, an appropria- 
tion is authorized. Later, an actual grant 
of funds has to be recommended by the 
appropriations committees if the ap- 
proved policy is to be continued in force. 

Because of the time element involved 
in the present legislation, special provi- 
sion is made for a $100,000,000 advance 
by the Reconstruction Finance Corpora- 
tion, to be repaid upon appropriation of 
the $400,000,000 authorized by the bill. 

In the previous Congress, legislation 
that provided the U.S. subscriptions to 
the World Bank and the International 
Monetary Fund and the $3,750,000,000 
loan to Great Britain was handled by the 
committees on Banking and Currency. 
That was because those laws gave the 
Secretary of the Treasury authority to 
borrow money for the prescribed pur- 
poses. : 

The congressional reorganization now 
calls for referral of financial transactions 
with other countries to the committees 
responsible for international relations. 

The President is given new responsi- 
bilities under the bill to aid Greece and 
Turkey. He is charged with fixing most of 
the terms and conditions of any loans to 
be granted to the two countries. In the 
case of the British loan, terms were fixed 
by the U.S. Congress. : 

And although, like the British loan, ad- 


vances now proposed for Greece and 
Turkey would go to the governments of 
those countries, the President of the U. S. 
is required to get agreement for inspec- 
tions by his representatives. Purpose of 
such inspections would be to make sure 
that the money was being spent for the 
projects outlined in the loans. No such 
requirement was placed on Britain. 

qj] The Export-Import Bank, as a result 
of clarification of U.S. lending policy, is 
able to return to the functions indicated 
by its name. 

The Bank, which has authority to make 
loans up to $3,500,000,000, holds a bal- 
ance of $800,000,000 for new credits to 
foster the world trade of the U.S. An ar- 
rangement had been made with the State 
Department to earmark $500,000,000 for 
China, but now it is likely that that sum 
soon will be released and the Chinese 
problem also referred to the U.S. Con- 
gress. 

The Bank is planning to give new at- 
tention to U.S. imports to help bring 
them more nearly into line with exports. 
Estimates for this year indicate that the 
U.S. is to sell to other countries goods 
worth $6,700,000,000 more than the 
value of products bought from them. 
Acquisition of dollars through trade is 
counted on to reduce requests of other 
countries for dollar loans. 

@ The new World Bank, with assets of 
$8,000,000,000, is being encouraged by 
the United States Government to hasten 
its lending operations for the purposes 
of international reconstruction and de- 
velopment. The World Bank will be aided 
by the $7,500,000,000 International 
Monetary Fund, but activities of the latter 
agency will relate primarily to mone- 
tary stability rather than large-scale 
financing. 

Although 42 governments share in the 
management of the Bank, its charter pro- 
vides that the member whose currency 
is asked for must approve loan applica- 
tions. To date, there have been nine 
requésts, amounting to $2,310,000,000, 
all for payment in dollars. Assent of the 
U.S. Government therefore is necessary 
for the initial loans to be made by the 
Bank. 

Recovery loans of the Bank are to have 
an impact on the U. S. public, too. Most 
of the funds to be lent will be raised by 
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sale of bonds to American investors, while 
the Bank’s capital, a composite of many 
currencies, will be held in reserve to 


meet emergency obligations in the event. 


of defaults. 

U.S. loans for the first steps toward 
recovery in the two years since V-E Day 
have been made by the Export-Import 
Bank. Other aid has been extended 
through the windup of Lend-Lease, cred- 
its for the purchase of surplus U. S. prop- 
erty left behind at military bases abroad, 
and participation in the United Nations 
Relief and Rehabilitation Administration. 

Now the U.S. Government takes the 
position that further financing of recovery 
programs not involving political consid- 
erations is 4n international responsibility 
for which the World Bank is ready. 

As far back as last autumn, decks were 

being cleared for differentiation between 
the types of dollar loans to be made by 
the United States and those to be made 
by international organizations of which 
it is a member. Applications to the Ex- 
port-Import Bank by Denmark and Chile 
were referred to the World Bank. 
They are expected to be among the 
early beneficiaries of loans from that 
agency. 
@ Co-ordination of lending by the Ex- 
port-Import Bank and U. S. participation 
in the World Bank-and Monetary Fund 
is the responsibility of a Cabinet group 
called the National Advisory Council on 
International Monetary and _ Financial 
Problems. 

Private bankers in the U.S. are rep- 
resented before the National Advisory 
Council through the President’s Commit- 
tee for Financing Foreign Trade. 

This group, headed by Winthrop W. 
Aldrich, chairman of the Chase National 
Bank ‘of New York, already is at work 
trying to arrange loans for governments 
that have paid up previous obligations. 
One investment house has plans for float- 
ing an issue of $50,000,000 of Dutch 
Government bonds in the U. S. 

Both the World Bank and the Export- 

Import Bank hope to promote private 
investment in their respective fields. Un- 
til, new ratings of credit for the postwar 
period are established, however, private 
bankers look to the two institutions to 
assume the major risks in international 
lending. 
@ The outcome of this shift in financing 
will be to put more and more emphasis 
on private capital and the International 
Bank and Fund in the handling of loans 
for economic recovery ahd rehabilitation, 
where those loans are not involved in 
U.S. political policy. Direct Government 
aid will be tied closely to President Tru- 
man’s doctrine for aiding free peoples and 
checking Communist expansion. Such 
Government aid in the future, however, is 
to come from Washington only with the 
sanction of Congress, which is to play an 
increasingly important role in U.S. deal- 
ings with other nations. 
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APPROPRIATIONS COMMITTEE CHAIRMEN WERE CONCERNED 
Senator H. Styles Bridges (left) and Representative John Taber 
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FOREIGN RELATIONS CHAIRMEN DID SPADEWORK 
Senator Arthur H. Vandenberg Representative Charles A. Eaton 
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FINANCIAL DETAILS WOULD KEEP THEM BUSY 
World Bank President McCloy Export-Import Banker Martin 
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_ All financial aid from the United States 
to other countries is not by act of ‘Con- 
gress. While lawmakers and diplomats 
debate, private individuals make their 

- own decisions and implement them by 
dipping into their pocketbooks. During 

1946, U.S. individuals sent-abroad $296,- 
900,000 in cash gifts. The Worldgraph 




















shows the amounts of that total trans- — 
mitted to different countries throughout — 
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(The existence of Communist 
parties throughout the world gives 
the Soviet Union a voice in many 
countries beyond her borders. There 
is not and never has been a com- 
parable international organization of 
political parties devoted solely to the 
idea of “democracy.” For this reason 
there is a tendency to overlook the 
growth of a movement among gov- 
ernments, parties and peoples which 
look to the democracies for leader- 
ship. WORLD REPORT here pre- 
sents an analysis of the character, 
motives and strength of ‘the allies of 
democracy.) 


F THE DEMOCRATIC STATES and their 
I allies eventually form a union against 
the Communist states and their allies, 
historians will seek the origin of the 
movement in the growth of reaction to 
the Communist International. 

The Comintern, board of directors of 
the Communist International, decided 
at its last official meeting in Moscow in 
May 1935 to permit Communist parties 
everywhere to join other political 
groups in anti-Fascist alliances. In the 
next year “Popular Front” combina- 
tions, including the Communists, won 
elections in Spain and France. In both 
Popular Fronts the Communists were in 
a minority, but they gained in power 
and influence through the alliances. 

In 1943, when World War II was at 
its height, the Communist International 
was formally dissolved. Its members 
and agents were: sent back to their re- 
spective countries to take the leadership 
of national Communist parties. In ‘each 
country the Communists proclaimed 
that they acted only in the national 
interest, that they no longer took or- 
ders from Moscow. 

Enemies of the Communists warned 
the world that Moscow was only 
changing its tactics, that each of the 
Communist parties served Moscow as 
before, but sought destruction of its 
political enemies at the national level 


‘before incorporation of these states into 


the Soviet Union. 

Reaction to communism rose to the 
boiling point even before World War II 
ended. Fighting between Communists 
and anti-Communists in Greece, Yugo- 
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slavia and China began even while the 
conquerors were in possession. Greece, 
with the help of British troops, re- 
mained non-Communist; Yugoslavia fell 
under a Communist dictatorship; in 
China the rivals still are fighting. 

Fascism, defeated and dead, no 
longer served as a world enemy of suf- 
ficient strength to unite Communists 
and non-Communists. Working at the 
national. level; however, the former 
leaders of the Comintern chose new 
goals designed to attract other parties 
alliances that the Communists 
could control. 

In France, the aim proclaimed by 
Communists is national reconstruction 
for the benefit of organized labor; in 
agrarian Poland, land reform is offered 
as the unifying factor; in defeated Italy, 
the Communists promise equitable dis- 
tribution of food and work. 

The fact that the declared policies of 
one Communist party frequently con- 
flict with the stated aims of another 
Communist group does not disturb the 
former members of the Comintern. 
When it suited Moscow, Polish and 
Czechoslovak Communists could bury 
their nations’ bitter differences with a 
trade pact, while Italian and Yugoslav 
Communists could find a way of divid- 
ing the Trieste territory to suit them 


both. 


THE BREACH DELAYED 


Anti-communism now promises to be- 
come as great a political factor as anti- 
fascism was in the days between the 
wars. For the present, the efforts of the 
Western powers and Russia to find a 
ground of peaceful agreement serves to 
prevent a clear division of the world 
camps. In addition, national interests is 
serving as a factor for Communist and 
non-Communist unity in many countries. 

Socialists are the peacemakers in 
France and Italy. They are reluctant to 
join anti-Communist blocs, but act as 
a brake to Communists who would 
seek means of liquidating the anti-Com- 
munist opposition. 

Individuals like Eduard Benes, 
President of Czechoslovakia, strive to 


maintain a balance between non-Com- ° 


munist leaders and former members 


of the Comintern, like Premier Clement 
Gottwald. , 

For France, the factor determining 
political peace is the need for indus- 
trial revival; for Czechoslovakia, a 
world in which communism can get 
along with non-communism is essential 
if the country is not to become a battle- 
ground between East and West. 

There remains, therefore, a differ- 
ence between non-Communist and anti- 
Communists. It may be defined by stating 
that non-Communists are willing to work 
with Communists in government while 
anti-Communists refuse such collabora- 
tion. But the distinction is narrowing in 
countries that lie beyond the reach of 
the Soviet Army. % 

When President Truman asked Con- 
gress for $400,000,000 to defend 
Greece and Turkey against Communist 
guerrillas from within and Russian pres- 
sure from without, anti-Communists 
hailed the speech with enthusiastic 
praise. Non-Communists, particularly 
those in countries that are trying to 
avoid a choice between East and West, 
were noncommittal. Communists con- 
demned the U. S. move as “aggressive.” 

A global roll call taken at this time 
shows the strength of the allies of de- 
mocracy in relation to the power of the 
Communist parties and their allies. 

In France, the non-Communist Pop- 
ular Republican Party, just a shade un- 
der the Communists in number of votes 
controlled, adopted a resolution prais- 
ing the U.S. action. Socialists, striving 
to keep both Popular Republicans and 
Communists within their three-party 
Cabinet, let their leader, Léon Blum, 
suggest that the U. S. President’s state- 
ment was fraught with danger to peace. 


et the Conference of Foreign Ministers 


in Moscow, the French delegation main- 
tained a careful neutrality, inclining 
only slightly toward U.S. policy. 
Even within Britain itself there was 
a sharp division of opinion on the 
American plan for aid to Greece and 
Turkey. Spokesmen of the Labor Gov- 
ernment said the U.S. program was 
“substantial and timely,” but many 
Laborites expressed fear of a split be- 
tween the U.S. and Russia that could 
lead to war. They agreed that Britain's 
place in such a war was with the U. S., 











Reaction of Communism May Unite Its Foes 
Just. As Anti-Fascism Bound Hitler’s Enemies 


but they felt that Britain would be the 
first to suffer. 

Belgium, Holland and Switzerland, 
where Communist parties are too weak 
to worry the non-Communist majority, 
almost unanimously approved the U. S. 
move. Down the European borderline 
of East-West influence, from Scandi- 
navia to the Adriatic, however, reaction 
varied between reserve and disap- 
proval. 

In the Americas, the presidents of 
Brazil and Cuba were elected on anti- 
Communist platforms. Chile alone has 
Communist ministers in her Govern- 
ment, but they sit as a minority with 
non-Communists. Argentina, a rival of 
the U.S. for Pan-American leadership, 
is overwhelmingly anti-Communist. In 
any division of the world with com- 
munism and anti-communism as the is- 
sue, the American republics could be 
expected to stand with the U.S. 

Asia, where the Soviet Union sprawls 
across the top of the continent, has 
Communists and anti-Communists di- 
vided across the battle lines in China. 
Among the hundreds of millions living 
in countries across Southern Asia from 
the Arabian Sea to New Guinea, inde- 
pendence, not communism, is the main 
issue. 

India’s dominant Congress Party is 
anti-Communist, but the Moslem 
League threatens to seek Russia’s sup- 
port if its demands are not heeded. 
Burma has few Communists. Most 
Siamese are anti-Communist. Anna- 
mites fighting the French in Indochina 
have some Communist leaders, but are 
expected to seek economic recovery, if 
they win independence, through a 
non-Communist government. 

The Indonesian Government is Social- 
ist, not Communist, and arrested the 
Communist leader of Indonesia for kid- 
naping the Premier. Despite the pres- 
ence of a strong Communist minority, 
the bulk of ‘Asia is non-Communist or 
anti-Communist. 


STRANGE ALLIANCES 


The allies of the democracies are by 
no means exclusively democratic them- 
selves. The growing alliance of non- 
Communists and anti-Communists is 


throwing the democracies in with some 
strange bedfellows. 

Anti-Communist China has never 
held an election. The Arab kingdoms 
in which Americans drill for oil and 
which the U.S. may protect from Rus- 
sian pressure indirectly through sup- 
port for Turkey, are not democratic. 
Few governments in Europe were more 
enthusiastic about U.S. aid to Greece 
and Turkey than anti-Communist 
Spain, whose leader, Francisco Franco, 
has been condemned by both the U. S. 
and Britain as a wartime ally of the Axis 
powers. 

With the exception of Spain and 
Portugal, however, most of the coun- 
tries of Western Europe are seeking to 
maintain a democratic balance led 
largely by non-Communists. 

Chief among these non-Communists 
are those parties that combine religion 
with politics. Millions of Europeans ap- 


pear to be convinced that the best. 


means of fighting communism, which 
induces among its followers an almost 
religious faith, is through a projection 
of Christian faith into politics. 

Protestant parties in Scandinavia, 
Germany and the Low Countries look 
to Protestant teachings for their po- 
litical philosophy; Catholic parties in 
France and Italy cite Pope Leo XIII’s 
encyclical of 1891, Rerum novarum, as 
a guide to social reform in Europe. 

Such parties in Western Europe are 
prepared to play the role of non-Com- 
munists willing to collaborate in demo- 
cratic government with Communist 
leaders elected by the people. Many, 
like the French Popular Republicans, 
are genuine leftists who have more in 
common with European Socialists than 
with reactionary anti-Communists of 
the right wing. Organizations of this 
character would prefer to create their 
own European movement, lodged 
ideologically between Russia's com- 
munism and U.S. capitalism, but ca- 
pable of dealing with both. 

Neutrality, desirable as it may seem 
to many Europeans, is increasingly dif- 
ficult in a Continent torn asunder by 
the struggle between the U. S. and Rus- 
sia over the peace. Caught between the 
need of U.S. economic help for recon- 
struction and of Communist co-opera- 


tion for social peace, both France and 
Italy are limping along as best they 
can with governments dependent on 
the unity of Communists and non-Com- 
munists. In each case a minority of the 
government favors Moscow while a 
majority looks to Washington. 

Economic considerations turn Eu- 
ropes eyes West, not East. The U.S., 
alone of the world powers, has export- 
able quantities of credit and the capital 
goods all Europe needs. Together with 
Britain, the U.S. controls world mar- 
kets which would buy from Europe 
and which could give Europe .raw ma- 
terials and food. 

Russia, on the other hand, now is 
hard pressed to fill the needs of coun- 
tries that look to her for leadership. 
Czechoslovakia still turns West to mar- 


_ ket her quality goods; Poland and many 


other countries under Russia’s wing 
want Western loans. 

Dollar interest, although without 
doubt an important motive for the peo- 
ples and parties that look to Washing- 
ton rather than to Moscow for help, is 
not enough to explain the number of 
democracy’s allies. The Austrians, who 
in free elections turned in a non-Com- 
munist vote that was 95 per cent of the 


whole, are concerned primarily about 


their freedom. Hungarians, although 
totally occupied by the Soviet Army, 
rolled up a majority for .non-Com- 
munists that made their Government 
surpfisingly free until Communist-con- 
trolled police began to jail non-Com- 
munist leaders. 


COMMUNISTS ON WATCH 


Russia is well aware of the potential 
power of democracy’s allies. 

Scarcely a day passes that Moscow’s 
press and radio do not protest against 
the formation of “blocs” against the 
Soviet Union. They compare the U. S. 
plan to aid Greece and Turkey with 
the “anti-Comintern” tactics of the Ger- 
man Nazis. But votes in the United 
Nations show the Russians that they 
and their allies are a minority when 
matched against democracy’s allies. 

No power in the world knows better 
than Soviet Russia how much strength 
can be obtained through movements 
such as the “anti-Fascist” alliance that 
swept the world. For this reason, many 
specialists in world affairs believe Rus- 
sia is prepared to make many conces- 
sions for world peace before testing 
the strength of an “anti-Communist” 
alliance by a real break with the U. S. 
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HARD BARGAINING ON TARIFFS 
FACES CONFEREES AT GENEVA 


General agreement for freer trade 
may emerge, although ‘escape’ clauses 
are likely to damage its effectiveness 


Hard bargaining on tariffs now is 
to be undertaken at an international con- 
ference on world trade. Eighteen coun- 
tries, meeting at Geneva, will try to ham- 
mer down tariff walls and other restric- 
tions on trade. It is to be the biggest of- 
fensive against trade barriers in the 
world’s history. 

Primary aim at Geneva is to pro- 
duce a master agreement on tariffs and 
trade restrictions to be put into effect as 
soon as possible, perhaps by next 
autumn, Secondary aim is to produce a 
recommended charter for an Interna- 
tional Trade Organization which might, 
at the earliest, be set up a year from now. 

A tariff agreement will emerge only 
after the hardest sort of bargaining. The 
U.S. is in the key position since other 
countries will make concessions only in 
return for U. S. tariff cuts. The big ques- 
tion in the minds of world traders is 
whether everybody at Geneva will be 
working on lasting agreements or whether 
use of “escape” clauses will mar the 
effectiveness of any agreement reached. 

The Geneva conference is expected to 
last at least three’ months. This will be 
a crucial period for the future of world 
trade. ; 
@ The main task set for the conference 
is monumental. 

Simultaneous negotiation between so 
many countries is, in itself, a stupendous 
job. 

The projected agreement would con- 


tain at least 16 tariff schedules, one for - 


each of the following customs groups: 
Australia; Belgo - Luxembourg - Nether- 
lands Customs Union, the Belgian Congo 
and the Dutch overseas territories; Brazil; 
Britain and her colonies; Canada; Chile; 
China; Cuba; Czechoslovakia; France 
and the French Union; India; New Zea- 
land; Norway; the Syro-Lebanese Cus- 
toms Union; the Union of South Africa; 
and the United States. 

Method of tariff negotiation at Geneva 
will be for each country or customs group 
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to submit a schedule of the propused 
concessions it will grant in return for 
tariff concessions from other countries. 

For example, Australia may offer to 
reduce her duties on adding machines, 
pneumatic tools and tractors if she can 
obtain, in return, lowered duties in other 
countries on wool or meat imports. 

Countries especially interested in any 
particular product will discuss problems 
involved and try to arrive at satisfactory 
concessions. Tariff reductions made to 
one country will apply to all signatories 
of the agreement. This is the most- 
favored-nation principle. 

This process, involving product-by- 
product consideration, is certain to take 
a long time. 

@ The objective at Geneva is to reduce 
tariffs and gradually to eliminate prefer- 
ential duties on imports. The aim is clear 
enough, but the path to the goal is 
steeply uphill. 

U.S. tariffs are to be the main target 
at Geneva. The 17 other countries will be 
pressing for maximum reductions in U. S. 
tariff rates. These countries are anxious 
to sell as much as they can to the U.S. 
and lowered tariff walls would help. They 
need dollars badly. 

The British countries already have 
made clear that heavy cuts in U. S. tariffs 
are necessary if Empire preferences are 
to be sacrific od: 

Actually, U.S. negotiators are em- 
powered to cut tariff rates now in force 
by 50 per cent on each product. Cuts 
of the full 50 per cent will not be made 
in every case. 

About 40 per cent of U. S. imports now 
carry duties. Highest tariff rates are on 
products, such as wool, which are pro- 
duced in the U. S. 

Wool exemplifies one of the diffi- 
culties to be met in the negotiations at 
Geneva. Australia would like to sell the 
U.S. much more wool and could do so 
if the U.S. tariff were lowered. U.S. 
woolgrowers, on the other hand, want 


higher tariffs to protect them from outside — 


competition. 


Right now, despite a world surplus of | 


wool, the U.S. customer pays high 
prices for Australian wool because of the 
average duty of 62 per cent. 

Textiles present another problem. 
France, for example, wants to see reduc- 
tions in U.S. duties on silk fabrics, now 
averaging 52 per cent, and on rayon 
fabrics, now averaging 30 per ceht. Bri- 
tain, Italy and Switzerland also would 
like to see cuts in U.S. tariffs on these 
and on cotton textiles. U. S. textile manu- 
facturers strongly oppose such cuts on 
the ground they would expose U.S. 
industry to competition from cheaper 
labor abroad. 

Preferences between British countries 
are to be the principal target of the U. S. 
at Geneva. These preferential duties dis- 
criminate in favor of Empire products 
and against U.S. and other countries’ 
products. The U.S. seeks to eliminate 
this type of discrimination and gradually 
will do away with her own preferences 
in the Philippines and Cuba. 

Britain herself apparently is willing to 
sacrifice imperial preferences if U.S. 
tariffs can be cut. Britain’s big interest is 
in increasing exports. She now believes 
freer trade would help her in this aim. 

For Britain’s sake, the Dominions, al- 
though somewhat reluctant, appear will- 
ing to reduce preferences, provided a 
good enough bargain in U. S. cuts can be 
obtained. But some of the British colonies 
do not want to see preferences cut. 

Jamaica, for example, fears that her 
sugar industry will not be able to compete 
in the open market without the help of 
preferential duties in the British market. 

The negotiations will be complicated 
by all sorts of special problems, such 
as are raised by sugar, wool and textiles. 

Since the tariff agreement is expected 
to come into force before the charter of 
the International Trade Organization is 
adopted and the ITO itself is launched, it 
is to contain parts of the ITO charter 
which would safeguard the value of tariff 
concessions. These safeguarding provi- 
sions include those covering import and 
export quotas, exchange controls and 
withdrawal of tariff concessions. 

Significance of this is that the agree- 
ment on tariffs and trade is to be a self- 
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contained unit. If the ITO never gets 
started, this agreement could still operate 
as an anchor to windward. 

@ Exceptions and loopholes are to 
honeycomb any agreement coming out of 
Geneva. 

An “escape” clause will be inserted 
which will allow any tariff concessions to 
be withdrawn or modified if they can be 
shown to do serious injury to domestic 
producers. This clause, amounting to an 
economic veto on concessions, will be 
inserted to placate opposition to the trade 
program in the U.S. Congress. 

Other countries will not know, because 
of this clause, whether U.S. concessions 
at Geneva will be on a permanent basis. 
This uncertainty is to weaken the U. S. 
bargaining position, even though the 
“escape clause probably will not be in- 
voked often, 

Such an “escape” clause in the general 
agreement can cut two ways. It can be 
used against the U.S. by other countries. 

Some experts contend that the threat 
of the use of the “escape” clause gives a 
temporary: iook to the whole structure to 
be erected at Geneva. 

Other exceptions to reductions in trade 
barriers will also appear in the agreement, 
judging by present indications. 

The upset condition of the world econ- 
omy makes sudden elimination of trade 
‘barriers impossible. A number of loop- 
holes will be provided in the agreement 
to take. care of the situation. 

Quotas on exports and imports are to 
be allowed when a country is dealing 
with temporary shortages, surpluses, up- 
set price conditions. They may also be 
used if a country is not earning enough 
to pay its obligations overseas and thus 
has a balance-of-payments problem. This 
sort of situation caused the recent import 
ban in Sweden. Britain’s token imports 
are a manifestation of the same problem. 

Exchange controls will also be allowed 
under certain circumstances. Such con- 
trols, used by many Latin-American 
countries, can be as effective as quotas 
in keeping out imports. 

Directed imports are to be permissible 
under certain conditions. By this mecha- 
nism, a country so channels its exports as 
to obtain convertible rather than in- 
convertible currencies. 

Most of the present barriers to world 
trade thus will be allowed to persist for 
a time. The Geneva conferees will agree 
to strive for nondiscrimination and re- 
moval of trade barriers but will keep 
such removal at arm’s length. 

@ Actual accomplishments at Geneva 
are likely to be selective reductions of 
tariffs and preferences and wider under- 
standing of mutual problems by 18 
countries. Most trade barriers probably 
will continue for a while longer. But if 
these 18 countries can reach agreement 
on aiming toward freer trade, the present 
trend toward restrictive trade will have 
been reversed. 
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French textile manufacturers would cut 52 per cent U. S. duty on silk fabrics 
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British West Indies sugargrowers would hang on to Empire preferences 
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TIN PRICES RISING 
DESPITE CONTROLS 


War-crippled production unable to 
satisfy abnormal demand before 1949. 
Argentina bids up Bolivian charges 


Shrinking reserves of tin and keen 
competition for newly mined supplies are 
pushing up the world price of the metal 
despite continued government controls. 

Present estimates are that the 
world’s scarcity of tin will last until 1949. 
Then, just as reserve supplies are being 
exhausted, production is expected to 
rise above consumption for the first time 
since before the war. 

The price the U. S. must pay this year 
to Bolivia, which currently produces 
about half the world’s tin, is 76 cents a 
pound, 9 cents higher than the 1946 
figure. 

The U.S. has contracted to buy 26,- 
880,000 pounds of tin concentrate from 
Bolivia, 30 per cent of that country’s 
anticipated output for 1947. Consumers 
who buy tin from the U. S. Government 
will have to pay 80 cents a pound. 
@ The price increase might have been 
modified somewhat in negotiations be- 
tween the U.S. and Bolivian govern- 
ments, but the entry of Argentina into 
the market on an expanded scale added 
to Bolivia’s bargaining power. © 

Argentina’s purchases in the past have 
not amounted to more than 5 per cent of 
Bolivia's tin production. There are no 
smelters of any importance in Argentina. 

But this year, while the U.S. Recon- 
struction Finance Corporation was trying 
to determine U.S. requirements, Argen- 
tina made a deal for 20 per cent of Bo- 
livia’s output, 17,920,000 pounds. The 
balance, as usual, is being taken by Great 
Britain, which has a long-term contract 
for half the ore coming out of the Bo- 
livian mines. 

Argentina offered 76 cents a pound, 
and the U.S. has had to match that 
price. What Argentina will do with her 
purchase is unknown, but it is likely she 
will hold the ore for sale to the highest 
bidder among European smelters. 

@ World consumption of tin over the 
next several years is expected to run 
about 10 per cent above the prewar nor- 
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mal. Rebuilding of military stockpiles 
for security purposes is a factor in the 
increased consumption. While that in- 
crease may be balanced to a certain 
extent by use of substitutes developed 
during the war, supplies still fall far 
short of demand. 

Tin bought for plating, brass, bronze, 
bearing metal, solder, strategic stockpiles 
and other purposes will amount to 347,- 
200,000 pounds this year. This will take 
all current production, plus the bulk of 
existing reserves. 

Biggest user is the U.S., which again 
is using tin as containers for a number of 
products that were packaged in substi- 
tute materials during the war. The U. S. 
also is restoring stockpiles of critical ma- 
terials, including tin. 

@ World supplies of the metal are fail- 
ing to reach the levels counted on when 
the war ended. 

In Malaya, labor difficulties and a se- 
vere shortage of coal are hampering pro- 


duction. Only 216 tin mines are in oper- 
ation, compared to 1,021 in 1940. 
Malaya’ Ss prewar production averaged 
about 156,800,000 pounds a year. 

In the Dutch East Indies, lack of new 
equipment is holding back mining. Last 
years production of 22,400,000 pounds 
was less than one fourth of the average 
output before the war. Even the most 
optimistic producers don't look for nor- 
mal supplies from their mines until the 
latter part of next year. 

In Siam, there is some tin ore in stock, 
but the owners are holding it because 
they are obligated by treaty to sell to 
Britain and they are unwilling to accept 
the blocked currency with which they 
would be paid. 

In the Belgian Congo, production is in- 
creasing, but still is far below prewar 
levels. Shortage of labor is the primary 
reason. 

In China, tin mines capable of pro- 
ducing 22,400,000 pounds a year are 
being exploited in Yunnan Province. 
Transportation troubles prevent full use 
of this source of supply. Most of what 
does get out is being bought by Russia. 
@ Looking ahead, the shortage of tin is 
almost certain to continue through this 
year and next, during a period when 
builders and manufacturers are most 
anxious to get a supply of the metal. 
Proprietors of tin mines hope to solve 
by early 1949 most of the problems now 
hampering production. If they are suc- 
cessful, there will be a world surplus of 
the metal by the end of 1949. Until that 
time, the combination of industrial needs 
and government trading is expected to 
keep the price near its present level. 
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JAPAN MAKES COMEBACK. 
IN COTTON TEXTILES 


Demand for yarn and supply of raw 
materials promise rapid recovery. 
Silk faces declining world market 


Reported from TOKYO and WASHINGTON 


Japan’s textile industry is showing 
signs of steadily increasing production 
during the remainder of 1947. Every as- 
sistance is being offered by occupation 
officials who regard the industry as the 
cornerstone of Japan’s world trade and 
essential to help reduce occupation costs. 

Shortages of raw materials and 
power, which have cut heavily into pro- 
duction, are beginning to disappear. Oc- 
cupation authorities are permitting the 
Japanese to put 4,000,000 cotton spindles 
into operation, which is 25 per cent 
more than recommended by President 
Truman’s reparations commission. A 
U.S. Government agency also is to 
sponsor an advertising program in the 
interest of encouraging the American 
public to buy Japanese goods, par- 
ticularly silk. 

Each section of the textile industry still 
has obstacles to overcome. Cotton's out- 
look is the brightest. Japan has an ade- 
quate supply of U. S. cotton on hand and 
cannot begin to scratch the world de- 
mand for low-grade cotton goods. Her 
silk production is running far in excess 
of present demand, while the rayon and 
woolen goods industries are losing world 
customers because of an acute shortage 
of raw materials. 

@ Cotton from Japan’s mills is being 
eagerly sought, but a shortage of spindles 
is retarding faster recovery. Prewar Japan 
had 12,000,000 spindles but most of them 
were scrapped to help build her war 
machine. The industry now is still far 
short of the 4,000,000 spindles authorized 
by occupation officials but is getting more 
into production each menth. Other pro- 
duction obstacles include lack of skilled 
workers and adequate power for the mills. 

The supply of raw cotton is not an im- 
mediate problem to Japan since she still 
has on hand more than half of the 890,- 
000 bales that the U. S. supplied last year. 
Japan also is negotiating for the purchase 
of low-grade cotton from India which be- 


fore the war supplied 50 per cent of her 
needs. : 

The demand for Japan’s cotton textiles 

mounts daily. Orders are on hand for 
more than 100,000,000 yards of cotton 
goods and 12,000,000 pounds of cotton 
yarn. 
Turkey this month purchased $15,000,- 
000 worth of Japanese cotton textiles and 
yarn. Sweden already is receiving ship- 
ment on part of her order for several 
million yards of rough cotton goods which 
she will refinish. 

The Netherlands East Indies has 
bought 40,000,000 yards of cotton cloth 
and wants more. Siam purchased 30,000,- 
000 yards; the Philippines, 13,000,000, 
and Malaya, 12,000,000. Ceylon, Burma, 
Hong Kong and French Indochina also 
are negotiating for Japanese cotton. 

@ Silk represents one of the few com- 
modities that: Japan has more of than she 
can sell. This year, Japan hopes to pro- 
duce around 120,000 bales of raw silk and 
also to increase her output of silk textiles. 
Occupation officials are doubtful, how- 
ever, whether Japan can find markets 
abroad this year for more than 50,000 
bales. 

The Japanese, nevertheless, are being 
encouraged to increase their acreage of 
mulberry trees to provide food for silk- 
worms. Recently the Japanese Govern- 
ment paid out 15,000,000 yen in in- 
creased payments for last year’s silk 
cocoon crop. 

To help Japan sell her silk abroad, the 
U.S. Commercial Co., the marketing 
agency for her exports, is to set up a wide- 
spread promotion campaign. It is to be 
carried on with the co-operation of the 
U. S. silk industry and will include adver- 
tising and promotional selling. 

@ Rayon, once a flourishing Japanese 
industry, has dwindled to 5 per cent of 
prewar levels and shows no signs of im- 
mediate recovery. Present indications are 
that production possibly may be under 
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PRODUCTION IS RISING 
A Japanese silk factory 


the quota of 30,000,000 pounds of rayon 
yarn that the Government has set for this 
year. 

Rayon manufacturers have enough un- 
damaged equipment to produce several 
times more than the present output, but 
the basic raw materials for making rayon 
—salt, coal and pulp—are scarce in Japan 
today. Occupation officials, however, want 
to revive the rayon industry because of 
its promise as a good source of dollar ex- 
change. Under normal conditions, Japan 
could provide mosf of the raw materials 
for rayon and thereby realize a greater 
profit than on such textiles as cotton and 
wool for which the raw materials must be 
purchased abroad. . 

@ Wool is facing an uncertain future 
due to the inability of Japan’s mills to im- 
port raw wool for processing. A small 
amount obtained last year from China is 
virtually exhausted. Occupation officials 
recently concluded arrangements with 


‘the Australian Government to get Japan 


7,350 bales of low-grade wool. However, 
a much larger amount still is needed. 

Hong Kong received the only wool and 
worsted Japan has exported since her sur- 
render, but a substantial amount still is 
on hand for export and will be shipped 
when prices have been fixed. 

The Japanese Government, on orders 
from General of the Army Douglas Mac- 
Arthur, is overhauling its program for 
allocating raw materials. Since the textile 
industry has a No. 1 priority, a steady in- 
crease in production is likely, especially 
for cheap cotton goods, and possibly 
rayon, for which the world demand is 


almost unlimited. 
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NEW ERA FOR JAPAN began at this moment, when General of the Army 
Douglas MacArthur signed the terms of surrender under which the Japanese divine 
empire ceased to exist. On the deck of the U.S.S. Missouri on Aug. 31, 1945, the gen- 
erals and admirals who led the Allied forces in the Pacific war lined up to witness 
the event. At General MacArthur’s shoulder stands Lt. Gen. J. M. Wainwright. 





JAPAN: DEMOCRACY ON TRIAL 





More questions than answers have come from the first 20 months of Japan’s 
experiment in democracy. New answers to some of these questions may emerge 
during the present month. A series of elections will produce a new administration, 
elected officials in many posts that up to now have been appointive and a new 
House of Councilors to replace the hereditary House of Peers. Then, on May 3, 
Japan’s new Constitution will go into effect. 

When U. S. occupation forces took over the supervision of a defeated Japan, their 
mission was to provide a framework within which the Japanese people might 
govern themselves. But to the Japanese people the very language of Democratic 
methods and institutions was meaningless. Their lifelong experience had been 
under a pooling of religious, economic, military and political authority in a govern- 
mental system which left no room for the individual to make decisions for himself. 

Today the Shinto religion, under which the Emperor was an infallible god, 
has lost its authority. The economic stranglehold that had been. enjoyed by a few 
family dynasties has been broken. The military clique has ceased to exist. And 
political authority now rests in the hands of four major political parties and a 
number of minor parties. Yet _ labels still mean little to the ee 
voter, while the problems and issues that confront him are complex and crucial. 
Biggest unanswered question is whether the events of 20 short months have 
given the Japanese electorate political understanding as well as political power. 
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LAST ACT OF A GOD followed 
when Emperor Hirohito visited his 
father’s tomb to tell the spirits that 
the war was lost. These Shinto priests 
remain free to continue in their jobs, 


POLITICAL FREEDOM brought 
with it many of the outward forms of 
popular political activity. This cam- 
paign orator urged his audience to do 
away with the emperor system in 
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but no longer are the Japanese com- DEMOCRATIC REFORM began at the top when the no longer divine Emperor 
pelled to be their followers. Shinto began to mingle with his subjects. Hirohito tipped his hat, and the crowds who 
shrines must compete now on equal watched him were free to bow or not, to smile or to frown. Custom proved strong 
terms with Buddhist temples and the among many — and recent reports say that the Emperor is still worshipped 
churches of Christian sects in Japan. and many subjects still prostrate themselves in the imperial presence. 
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favor of a republic. Japan’s majcr WOMEN’S RIGHTS scored the most rapid gains under the new order in Japan. 
parties today range from the Liberal 


Judged on the basis of Western ideas, Japanese women had no rights at all com- 
and Progressives, which include most pared to men. These five members of the Japanese Diet, shown inspecting their new 
of the survivors of prewar parties, to desks, are part of a delegation of 39 members of their sex who were elected. Num- 
Social Democrats and Communists. ber of women officeholders is expected to increase in this month’s election. 
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ELECTION RETURNS proved as interesting to the Japanese public as to any election-night crowd in the Western 
world. In the voting, however, reports indicate that party labels and platforms still mean little to the majority of Japanese. 


EDUCATIONAL CAMPAIGN: POSTERS USED BY THE OCCUPATION AUTHORITIES TO. TI 
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Wide World 


POLITICAL RIGHTS were explained by showing the old order in the top row, CIVIL RIGHTS were explained by 
with the Emperor on his big pedestal, the nobility on a middle-sized pedestal, the showing, at top, the arbitrary author- 
common man on a little pedestal and the woman on no pedestal at all. In the bottom ity of the old police, one officer seiz- 
row, a truck is carting the pedestals away and all classes stand on the same ground. ing a citizen while another goes 
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END OF ARISTOCRACY was signaled by the now human Emperor before the House of Peers when he read his rescript 
promulgating the new Constitution which takes effect May 3. Under the new Constitution, the House of Peers ceases to exist. 


TEACH THE JAPANESE THE NEW FACTS OF POLITICAL LIFE 
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through his personal effects. Below, RELIGIOUS FREEDOM shows the Shinto temple standing supreme and alone 
the policeman, cut down to size, must under the old order, with docile citizens streaming in to give the te required 
apply to the court for a search war- by law. The new order, in the lower drawing, shows three paths, with citizens mak- 
rant before entering a private home. ing their own choice among Christian church, Shinto shrine and Buddhist temple. 
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ELECTION ISSUES: WHAT THE VOTERS THINK ABOUT 
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HOUSING is as lively a political football in Japan as in 
France, Britain or U. S. These shacks made of scrap material 
sprang up in bombed areas, still house many of Japan’s 
— Lack of results from housing programs inspires 
widespread criticism of present Government and Cabinet. 


> 





% 


INFLATION is world wide, but — is one of the hard- 
est hit of all countries. Government failure to take effective 
measures against inflation and black marketing is a basic 
cause of much political unrest and dissatisfaction among 
the masses to whom it means hunger and wretchedness. 
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AGRARIAN REFORMS have reduced rent and im- 
proved the lot of this farmer. He has food, and black 
market prices work in his favor. But with the 35 per cent 
of Japanese who live in cities, the black market in food is 
a black mark against the officials who are responsible. 


~International 


LABOR UNREST has led to violent mass demonstrations 


and also to serious efforts to increase labor’s voice in gow. 


ernment. The Japanese political scene is complicated by 
lack of experience on the part of newly free voters who 
know only their dissatisfaction with existing conditions. 
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——- is looking to youthful Sir Ed- 
win Plowden to do the next to im- 
possible a second time. 

In the black days after Dunkerque, 
Sir Edwin, as the driving force in the 
Ministry of Aircraft Production, some- 
how managed to keep the RAF supplied 
with the fighter planes that won the 
Battle of Britain over a numerically su- 
perior Luftwaffe. 

His new assignment as the economic 

chief of Britain's recovery drive calls for 
comparable, if not more, ingenuity. Sir 
Edwin's task is to overcome the disaster 
inflicted on British industry by an un- 
precedented winter, and then to make up 
for the time lost. In brief, he is expected 
to show the way to victory in a second 
Battle of Britain, despite odds even 
longer than in 1940, when the air 
armadas of Marshal Goring came so close 
to driving the RAF from the skies. 
@ The dynamic drive that marked Sir 
Edwin's work in the Aircraft Ministry 
was an important factor in influencing 
the decision of the Labor Government to 
appoint him the superplanner in charge 
of economic recovery. The Cabinet is 
counting on this drive to spark the re- 
newed campaign to get the country back 
on its feet financially and commercially. 

Sir Edwin’s appointment carries with 
it broad powers. Policy decisions still re- 
main the province of the Cabinet, but 
the economic chief has been entrusted 
with wide authority for all the planning 
needed to get the maximum returns from 
the available man power and resources. 

Although only 40 years old, Sir Ed- 
win already has demonstrated ability of 
the caliber his new post is certain to de- 
mand. As a much younger man, in years, 
he made a reputation for quick thinking 
and acting in the highly competitive com- 
mercial circles of London. 

Joining the Aircraft Production Min- 
istry in 1940, Sir Edwin showed special 
ability for industrial mobilization and a 
knack for cutting through difficulties to 
get the results most urgently needed at 
any given time. His determination and 
infectious energy are credited by asso- 
ciates, for example, with getting Spit- 
fires off the production lines when the 
RAF had to have them to survive. 

The service Sir Edwin rendered in the 
Production Ministry was officially re- 
warded last year when King George con- 
ferred knighthood on him. 

Sir Edwin’s interest in postwar avia- 
tion may bring him further recognition. 
He was one of the men behind the de- 
velopment of Power Jets, Ltd., the en- 
terprise which has given Britain a head 
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Horn-rimmed David vs. Goliath No. 2 


start over other nations in the field of 
jet-propelled aircraft. He also is an in- 
fluence on the board of directors of the 
British South American Airways, thus far 
the most successful of the three air lines 
nationalized by the Labor Government. 
@ A businessman primarily, Sir Edwin 
has little of the appearance of the suc- 
cessful executive. He generally is shy at 
putting himself before the public, and it 
has been said that, more than anything 
else, he resembles the world’s idea of a 
young British schoolteacher. Spectacles 
accentuate this impression. Sir Edwin is 
extremely youthful in appearance—so 
much so that people invariably guess he is 
10 years younger than his actual age. 

Despite his prewar prominence in 
financial circles and his record with the 
Aircraft Production Ministry, Sir Ed- 
win is not widely known in Britain. He 
has kept clear of political involvement, 
with the result that, when his appoint- 
ment as economic chief was announced, 
few of Whitehall’s politicians had any- 
thing but vague ideas about him or his 
capabilities. 

Besides his dislike of the limelight, po- 
litical or otherwise, Sir Edwin's tastes 
are simple. In London, his residence is 
a two-room flat in Chelsea, the artist 
quarter where James McNeill Whistler 
and others lived. He has a country place 
in suburban Essex, outside London, to 
which he likes to retire on week ends. - 

The Chelsea flat is definitely cramped 
for Sir Edwin's family, which num- 
bers six. Sir Edwin married in 1933 and 
has two sons and two daughters. His 


wife is the daughter of Admiral Sir H. W. 
Richmond of the Royal Navy. The chil- 
dren spend most of their time at the 
country place in Essex. 

A graduate of Cambridge, Sir Edwin 
received his early schooling in Switzer- 
land. Against his family’s wishes, he in- 


terrupted his education before matricu- 


lating at Cambridge in order to acquire 
some first-hand information on life. He 
worked for a while on a farm, then vis- 
ited the U.S. where he hired out as a 
day laborer and eventually wound up in 
a lumber camp. After this interim, he re- 
sumed his studies. 

Upon graduation from Cambridge, Sir 
Edwin started to carve a career in the 
financial heart of the British Empire— 
London's “City,” the Wall Street of Eu- 
rope. There, he made a name for himself 
as a shrewd operator and able executive. 

Despite Sir Edwin’s absence for -al- 
most seven years in Government service 
during the war years, the “City” still 
held a high regard for his capabilities 
and he quickly found a place when he re- 
turned to private life. He was named a 
director of C. Tennant Sons & Co., Ltd.., 
a large iron, steel, chemical and mer- 
chandising firm. This is one of the busi- 
ness connections Sir Edwin gave up 
when he took his new Government as- 
signment, but he made plain at the time 
that he hoped the task he was under- 
taking would be of limited duration. 

@ Choice of Sir Edwin for the super- 
planners job is generally attributed to 
Sir Stafford Cripps, President of the 
Board of Trade, The two men are very 
much alike, particularly in their penchant 
for quick decisions. Sir Stafford is cred- 
ited with advancing Sir Edwin to the 
post of operating head of the Air Pro- 
duction Ministry during the war for this 
reason—he was confident the younger 
man could be depended upon to think 
and act very much as he himself would. 

For the most part, British commenta- 
tors seem to rate Sir Edwin highly and 
wish him well in his new post, but they 
question whether the Labor Government 
has not delayed unduly long in making 
the appointment and whether Sir Edwin 
should not have even more sweeping 
power if he is to be successful. 

Sir Edwin hasn't been doing any talk- 
ing about his enormous assignment or 
how he intends to see it through. When 
his appointment was announced, he con- 
tented himself with saying: “I will, of 
course, drop everything else to do this 
job.” He indicated that, as in the days 
with the Air Production Ministry, he 
looked upon himself as a civil servant, 
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and in Britain it is almost traditional that 
civil servants are unwilling to talk about 
their jobs. : 
@ The handicaps Sir Edwin must over- 
come are formidable. He cannot count 
on the surging drive and patriotism that 
made production miracles possible dur- 
ing the war, when Britain’s back was to 
the wall. On the contrary, he must 
reckon with labor unrest and a people 
desperately weary after more than seven 
years of sacrifice and effort. 

Sir Edwin also inherits all the per- 
plexing problems appearing in the wake 
of the near-disastrous winter crisis which 


PAUL I: Can He Bring 


age COMMUNIST newspaper in Athens 
noted the passing of King George II 
and the accession of King Paul I with 
three lines of type, buried among the 
classified advertising. But many Greeks 
think their new Monarch will do better 
than his elder brother in attempting to 
bring peace to Greece. 

George II spent most of his life as an 
exile from Greece. A plebiscite called him 
back to Athens six months before his 
death mainly because Greeks were so 
frightened at the prospect of a Com- 
munist dictatorship that they were ready 
to grasp at any straw. Civil war continued; 
Britain backed the Monarchy against 
Communists and pressure by Russia. 

The throne Paul inherited is one of the 

most dangerous seats in the world. As- 
sassination in a Balkan country torn by 
civil war is always possible. Abdication 
forced by reactionaries is a threat should 
the King show signs of liberalism. More- 
over, if Paul rules well, his country may 
become strong enough to afford a re- 
public. 
@ The gamble Paul is taking is worthy 
of his uncle, Prince George, part owner 
and a frequent player in the Casino at 
Monte Carlo. The new King is staking 
his future on his ability to run a bankrupt 
and divided country with help, not from 
Britain with a king of its own, but from 
the United States, a republic. 

As King of the Greeks, Paul’s task is to 
rule, not to govern. He must name the 
Premiers who must in turn form govern- 
ments that can command majorities in the 
Greek Parliament. When Parliament re- 
fuses its support to one Premier, the King 
must pick another. That is the theory of 
Paul's job. 

In fact, however, the King of the 
Greeks must also consider the desires of 
the powers that are financing his country. 
George II accepted, but seldom followed, 
the advice of British experts in Greece. 
Paul I, who knows that Britain no longer 
can foot Greece's bills, will get American 
advice together with U.S. dollars. 

The new King’s immediate concern is 
to avoid an upset of Greek hopes that the 
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has disrupted British economy. Statistical 
prophets are saying that, even with the 
best of good fortune, Britain’s situation 
is bound to get worse for several years 
before it gets better. . 
Sir Edwin has his work cut out for 
him, and more. On paper, the prospects 
of quick success are dubious. But they 
were that way before when he was one 
of “the backroom boys” at the Aircraft 
Production Ministry and Hitler stood 
across the Channel. Economics may be a 
more formidable foe, but meanwhile 
Britons find encouragement in Sir Ed- 
win’s record of delivering under pressure. 


Peace to Greece? 


U.S. will spend $300,000,000 in 
strengthening Greece’s Army and in re- 
building Greek economy. Premier De- 
metrios Maximos resigned as Paul 
succeeded to the throne, but Paul asked 
him to remain at the head of his seven- 
party Government. Paul's plans are to 
wait until he is sure of U.S. help and 
knows what the United States wants in 
Greece. i 

At present, Paul is exploring the pos- 
sibility of cutting down the opposition 
to the Monarchy by diplomacy. There is 
little hope that the Communists will co- 
operate with the brother of the King they 
sought to overthrow by force. There is a 


chance that Paul may save Greek lives. 


and U.S. dollars by winning the faVor 
of Greeks who now sympathize with Com- 
munist-led guerrillas. 

@ The chances that Paul may succeed 
where his brother failed lie in the differ- 
ences betweeh the two men. They were 
loyal to each other. Their grandfather 
was the son of a Danish king; there is not 
a drop of Greek blood in the heirs of the 
House of Gliicksburg. Paul never chal- 


lenged his brother’s decisions in public. 

In private, however, Paul frequently 
differed with George. He did not like Gen. 
John Metaxas, the dictator approved by 
King George II in 1936. The dislike was 
mutual. 

When Paul as Crown Prince sought 
permission to marry a commoner, the 
daughter of a wealthy Greek business- 
man, General Metaxas opposed the mar- 
riage. The Dictator took the royal brothers 
to the Island of Corfu for a three-day 
conference. Metaxas won. Paul married 
Princess Frederika of Hanover, 16 years 
his junior, in 1937. Europe’s royalty 
attended; 40 bishops officiated. 

General Metaxas, then pro-Nazi, lined 
the streets of Athens with swastika flags 
besides the Greek colors for the wedding 
day, but sought to gain the favor of the 
anti-Nazi bride, a direct descendant of 
Queen Victoria of Britain and the grand- 
daughter of Germany’s last Kaiser, by giv- 
ing the couple a $100,000 villa. 

Though George II's marriage ended in 
divorce, Paul’s marriage was successful. 
Queen Frederika, an ardent feminist, has 
shocked reactionary Royalists with state- 
ments they considered liberal; King Paul 
looks to his wife for advice. 

When Paul preceded his brother back 
to Greece as war ended to supervise the 
plebiscite on George's return to the 
throne, his ministers found him more affa- 
ble,. less stubborn, than his brother. 
Greek commoners seldom saw George II 
on the streets of Athens without a body-_ 
guard; Paul walked unattended. : 

The acid test of the new King lies 
ahead. If Paul I tries a program of 
amnesty and .tolerance, if he can curb 
rightist excesses and win the loyalty of 
villagers who now ‘support Communist 
guerrillas, Greece may find the peace 
essential to survival as a nation. If the 
King turns to dictators, U.S. dollars may 
fail to keep communism out of Greece. 





The King and Queen: Their new crowns sit insecurely 





English ‘town meeting’ demonstrates 


British democracy at grass-roots level 


ESHER (SURREY) 

HE “TOWN MEETINGS” of England 

provide an opportunity to find out 

what's troubling the average Englishman 

and his wife in their everyday life in 
these troublesome times. 

Esher, an urban district 15 miles from 
London that includes East and West 
Molesey, Cobham, Stoke D’Abernon and 
Long Dutton, presents a typical area with 
typical people and typical problems. At- 
tendance at one of their “town meetings” 
gave me a revealing cross section of Eng- 
land’s local troubles. | 

Question time in the House of Com- 
mons often makes the headlines when an 
irate M.P. heckles or cross-examines 
Cabinet Ministers or Government spokes- 
men, Often the questions that are asked 
are on behalf of constituents who have 
written to their M.P. that they can’t 
get lumber to mend the roof, or that 
they are refused extra butter for a sick 
member of the family. 

For M. P.’s, question time is the one 
way to cut through red tape and get 
around obstructive civil servants. Mem- 
bers consider it the foundation of British 
democracy. 

But activities of the local councils, the 
real bedrock of democracy in these 
islands, hardly ever makes the headlines. 
At meetings of the local borough or dis- 
trict council, the everyday British citizen 
has the chance to ask questions just like 
his M. P. in Commons. 

The “any questions” meetings of the 
councils, like town meetings in the United 
States, provide an opportunity to find out 
why that hole in the road in front of the 
house hasn’t been filled in, or what’s hap- 
pening to the taxes, or what’s wrong 
with the bus service. 

To start off the meeting, the chairman 
describes the particular problems of the 
area and reports on work done since the 
preceding meeting. Then the session is 
thrown open to questions, which may be 
submitted by mail or from the floor. 
Where written questions 
have been submitted, a 
“question master” officiates. 

For nearly 1,000,000 Brit- 
ish families, housing is the 
all-important topic today. So 
it is natural that the first 
question at this meeting 





was: “On what basis does the Council 
allocate new houses?” 

In Esher, it was explained, the system 
is to allow point credits for residence in 
the area, service in the armed forces, the 
number of children in the family, the lack 
of bedrooms in present quarters, and the 
time the applicant’s name has been on 
the housing list. 

For residence, 5 points are given for 
the first five years in Esher, 5 points for 
the next one to five years, and 1 point 
for each year thereafter. 

The points are given for service in 
the armed forces since 1939, 10 points 
for each bedroom short of the family’s re- 
quirements in the present residence, 10 
points if the applicant is sharing a house, 
10 points for overcrowding as defined by 
law, and 5 points if there is a child 
under 10. 

The Council is free to give extra con- 
sideration or points where the family is 
separated. In any case, the points are 
only a guide to allocations, and in really 
deserving cases a home may be allocated 
without the necessary points. 

Another question dealt with high curb- 
stones. The written query read: “Since 
horse riding is said to be good for the 
liver, has the Council specified high kerbs 
in the District so as to give children in 
prams, invalids in chairs, and people on 
crutches exercises for their liver?” 

It developed that high curbs are in- 
tended to discourage motorists from 
mounting the sidewalks, and to permit 
future repaving of roads without rebuild- 
ing of existing curbs. It was pointed out, 
however, that current restrictions on 
money expendable on new houses ($5,200 
in London, $4,800 elsewhere) made it 
impossible to construct new curbs higher 
than three inches, owing to the cost. 

Recent headlines on the “closed shop” 
are echoed in the question as to whether 
the Esher Council would impose a closed 
shop on Council employes as had been 
done in other areas. The chairman ad- 
mitted that one Councilor 
had submitted a motion that 
employes should join a trade 
union, but that after lengthy 
discussion the motion had 
been rejected. 

The legal obligation to 
save all garbage and deposit 





it in pig bins worried one taxpayer. He 
wanted to know whether sale of gar- 
bage by the Council helped to lower 
taxes on real estate, and what happened 
to the pigs supported by his garbage 
contributions. 

It was pointed out that cost of collect- 
ing some 60 tons monthly just about 
equalled the price obtained for the pig 
food, and that residents would aid the 
Council by keeping their garbage free of 
old boots, horseshoes, tins, razor blades 
and other trash, as pigs didnt like 
such items. 

With regard to salvage collections made 
from untidy looking sacks hung up at the 
end of each block, one lady wanted sal- 
vage (paper, bones, rags) collected from 
each house to avoid the untidiness of 
sacks in each road. However, the Council 
had received only one new lorry (truck) 
since 1939, and lacked man power for 
house-to-house collection. But it was 
hoped to start collecting dust (ashes) and 
salvage weekly some time later this year. 
Income to the community from sale of 
salvage averaged $24,000 a year. 

One frantic homeowner wanted to know 
whether Council approval to spend 10 
pounds ($40) on second hand materials 
to build himself a garage included the 
price of labor, and, if so, could he do the 
work himself and use all the allowance 
for material. 

The answer was that the 10 pounds 
could be spent on materials, that any ex- 
penditure above that amount required a 
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license, but that no licenses were being 
granted for building garages. 

The last question came from a house- 
wife who had run short of coal for her 
fireplaces, and the pipes in whose house 
had burst during the freeze. She wanted 
to know if new houses were being built 
with the pipes inside the house rather 
than outside, as with present British hous- 
ing, and whether provision was being 
made for central heating rather than 
separate coal fireplaces in each room, as 
has been customary. 


The answer was that plumbing is ap- 
proaching American standards, that 
kitchens were much more convenient in 
new homes and in those under construc- 
tion, and, where stoves could be ob- 
tained, heating for four rooms at once 
was being provided by placing stoves 
in the center of the house. All this 
proved rather cold comfort to the ques- 
tioner as her house still was cold except 
in the living room and the pipes still were 
frozen. She probably never would live 
in a new house. E. J. D. 


Wroclaw is ghost of once proud German city 


now occupied by Poles fearful of the future 


WROCLAW 

HE POLES who now call Wroclaw 

home are living on pins and needles, 

with their eyes and ears on the’ diplo- 
matic horsetrading in Moscow. 

If the victorious Allies decide that 
Poland will retain her present tentative 
boundaries, Wroclaw (pronounced Vrets- 
loff) will remain Wroclaw and a Polish 
home. 

If diplomatic maneuvering results in 
the return of part of Silesia to Germany, 
the chances are that Wroclaw will resume 
its old name of Breslau, and the Poles 
will move out to make way for the re- 
turning former inhabitants. 

In the meantime, this once beautiful 
capital of Silesia, heavily damaged by the 
devastating bombings and battles of 
World War II, is a dispirited and forlorn 
ghost of the city it was before the war. 

Changes brought by the war have been 
stunning. Less than 40,000 of its one-time 
400,000 German inhabitants now re- 
main in the city. The rest fled, died in 
the long siege that preceded Breslau’s 
capture by the Soviet Army in April 
1945 or have been evicted by the new 
Polish administration. 

Meanwhile, more than 170,000 Poles 
have been moved into the city. The 
streets and squares have all been given 
Polish names, although a few German 
signs remain. Polish shops have opened in 
damaged buildings along the main streets, 
streetcar service has been restored, street 
lights replaced, telephone service resumed 
and a small Polish newspaper has started 
publication. 

Polish morale, however, is at low ebb. 
The new residents are all strangers to the 
city and to one another. Many of the new 
citizens have been moved in from former 
Polish territory east of the Curzon Line, 
while others until recently were in dis- 
placed-persons camps in Germany, afraid 
to return to Poland. The war has left its 
mark on them. They lost all they had and 
are starting from scratch. And the “old 
hometown” atmosphere is missing. 

Diplomatic maneuvering among the 
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Big Four Foreign Ministers, including a 
suggestion that the Silesian coal fields be 
internationalized, has left them appre- 
hensive that they may lose what little 
they have in this strange new home city. 

As one Wroclaw Pole sadly put it: “To 
live in the cellar of one’s own wrecked 
home gives a person a certain element of 
pride that makes up for the discomfort. 
He can take pride in the fact that, though 
he has been hurt, he has not been de- 
feated. To live in the basement of some- 
one else’s wrecked house is different. To 
try to rebuild and feel that you will not 
have the house when you have finished it 
is intolerable.” 

You appreciate that when you know 
that three fourths of the city’s dwelling 
rooms were destroyed and only a few 
thousand have been repaired or made 
livable. 

A lack of security and a feeling of hope- 
lessness with respect to the future are eat- 
ing at the heart of the civic spirit of 
Wroclaw. It can be cured by Big Four 


agreement that the city and surrounding - 


territory are to be part of Poland. 
Germans who remain are in an even 
sadder state of mind. They can see no 





future in Wroclaw for themselves as their 
native city fills with hostile Poles and are 
eager, for the most part, to follow their 
evicted neighbors to Germany. 

Nearly all the Germans here are being 
detained for the present, however, be- 
cause their work is regarded as essential 
to the city’s economy. When their period 
of usefulness is done, they are expected 
to be deported unceremoniously. 

Wroclaw is a difficult place in which to 
get street directions. Most of the resi- 
dents, and even members of the police 
force, are not well acquainted yet with 
the new Polish names for the streets. 
I had to ask six persons the identity of a 
ruined building. of classical architecture 
before I found out that it was once the 
great Breslau Art Museum. To most 
passersby, it was just one more pile of 
rubble they would have to move soon. No 
one could tell me the fate of the art 
treasures the building once housed. 

The southern section of Wroclaw, 
through which the long siege was fought, 
presents a scene of complete ruin. Every 
house and building was methodically put 
to the torch by the desperate Nazi troops 
as they fell back. Only fire-blackened 
walls are left of most of the beautiful 
homes and apartments. 

Entire streets are deserted, with grass 
beginning to cover the untouched rubble 
that blocks the thoroughfare. Weeds are 
in the park strips running down the cen- 
ter of the city’s wide avenues. At night, 
Wroclaw is a dimly lit and cheerless 
place. 

In spite of the handicaps, however, 
Polish authorities are determined to colo- 
nize the city confpletely and restore its 
industry, virtually all of which either was 
destroyed in the fighting or carried off as 
reparations by the Soviet Army. 

Polish men, women and children have 
labored hard for more than a year on 
its reconstruction. 

Traffic is heavy on the main streets, 
necessitating the.services of girl police 
officers at busy intersections. As more and 
more Poles are moved into the city in a 
steady stream, Wroclaw takes on an in- 
creasingly Polish character. 

A plant is manufacturing freight cars 
and passenger coaches. Barge traffic has 
been resumed on the River Oder and 
boats soon will be moving again. Govern- 
ment offices and courts somehow have 
found housing. A Polish university has 
been established in the ruins of the for- 
mer German university. 


Long ago, the Poles knew that some. 


day the question of the future boundary 
of this part of Poland would come up for 
final settlement—and they wanted to be 
sure that Wroclaw was Polish in looks, 
speech and spirit. 

Now that the Big Four Foreign Min- 
isters have gotten around to discussing 
the boundary problem, Poles know the 
day is near. They hope varedh ve done their 
job well. G. E. 
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The next three months are to tell the tale in world trade. 

During that period, experts from 18 countries will decide whether trade 
barriers can be reduced now and, if so, under what conditions. Lip service to 
sthe ideal of freer trade is now to be given the acid test. 

The Geneva conference on trade undoubtedly is the most important thing of 
its kind since the ill-fated economic conference at London in 1933. 

Ultimate objective at Geneva is to produce a satisfactory charter for an 
International Trade Organization, containing a code of rules for world trade. 
This would be submitted to a world conference next autumn. If approved by a 
large enough group of governments, the ITO would be set up sometime in 1948. 

Immediate objective at Geneva is more significant to world traders. 

This is to produce an agreement on tariffs and trade among the 18 countries 
represented. This agreement would be put into effect as soon as possible after 
the conference. That could mean by autumn. So, Geneva is worth watching. 

This agreement will be self-contained, will not depend on adoption of the 
ITO, will be insurance against failure to put across the ITO. But the agreement 
will contain ITO thinking on tariffs and restrictions and will be easily blended 
with the ITO, if that is approved. 


























Bargaining over tariff. cuts will make or break this agreement idea..... 
If the U.S. cuts its tariffs sufficiently, other countries are expected to 
do likewise and to agree to give up discriminatory practices gradually. 

If not, the other countries probably will refuse to give up preferences, 
quotas, subsidies, bilateral agreements and the other trappings of trade today. 
Biggest hurdle for the U.S. is to convince the others that tariff cuts 

granted at Geneva will.not later be withdrawn. 
Biggest question about Geneva is whether both the U.S. and other countries 
will wiggle out of commitments through numerous loopholes in the agreement. ; 
It all boils down to this: Will Geneva produce a prayerful wish for freer 
trade and leave trade channels still choked with restrictions? It looks that 
way to many experts who say little else could be expected at this stage. 

















Trade restrictions are not to be waved away with a wand..... 
Most of them stem from shortages of either goods or money. 
Export and import quotas, based on goods shortages, will be withdrawn only 








as and if production of goods picks up. That depends on availability of mate- 
rials, machinery and men, not on any international agreement. 


(over) 
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WORLD CUMMERCE AND INDUSTRY-- (Continued) 


Exchange controls will be necessary until major currencies become fully 
convertible and trade between major countries evens up more than at present. 

Clearly, restrictions, such as these, on trade will not be removed at an 
early date. There is general recognition of this fact at Geneva. 

The prescription of the trade doctors at Geneva is to aim toward eliminat- 
ing restrictions. They hope exchange operations of the Monetary Fund and loan 
operations of the World Bank will help remove the causes for restrictions. 








In Western Europe, governments are worried about more immedixte problems 
than tariffs and other restrictions on trade. Their own houses still have to be 
set to rights. Progress toward normalcy is jerky, sometimes hardly discernible. 





France, for example, is skating on thin ice..... 

Superficially, things are going well. Production of steel, coal and 
automobiles is at high levels. Activity in wool and rayon mills is above 
prewar levels. Output of electric power is.up. Unemployment is down. . 

But, basically, France is hanging on by the teeth. 

She needs workers. This is shown by the Bidault plan for immigration of 
Germans and the French attempt to delay return of prisoners of war. 

She needs food. Winter losses have forced France to come to the U.S. for a 
wheat guarantee this year. Also, to combat food hoarding on farms, the French 
Government is to channel more consumer goods to farmers, fewer to exporters. 

She needs fuel. Always a major aim in French maneuvering at Moscow is the 
hope of getting more coal out of the Ruhr. Also, France wants 1,000,000 tons a 
month from the U.S. this year. She must pay dollars for Ruhr and U.S. coal. 

She needs money to pay for imports of coal, wheat and the machinery and 
equipment necessary to get the Monnet Plan going. France already has overdrawn 
her dollar credits. A World Bank loan may bail her out. 

She needs stability. The price-wage problem is still with France. Infla- 
tion will be hard to combat as long as Government deficits remain so heavy. 

France's stoutest anchor to windward is the virtwal assurance that the U.S., 
in the last analysis, will not let France down. More on France on page 18. 





























Both to the north and south of France, government deficits are leading to 
drastic measures. The trend is toward more, not fewer, controls. 

The Italian Gsvernment, as expected, has finally come to a capital levy. 
The Government is spending three times its income and printing money fast. 

Plans include holding the line on wages, rigid controls of prices and 
speculation, allocation of raw materials, smaller subsidies on bread. Such 
measures have been tried ever since the liberation without much success. 

The Belgian Government, ‘meanwhile, also is about te crack down. The light- 
hearted prosperity of Belgium may not last. There are too many imports, too few 
exports. Wages and prices are straining against each other and deficit financ- 
ing by the Government is feeding inflationary tendencies. 

Solution of Belgian difficulties lies in buckling down, the Government says. 
More production, lower unit costs and larger exports are to be encouraged. 
Also, stricter price controls are ahead. 

Belgium has been on a sort of joy ride ever since the severe financial 
measures of 1944 and 1945 gave her a head start over other liberated countries. 
Now, belatedly, the Belgians may have to taste austerity like their neighbors. 
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DECLARATIONS BY MARSHALL 


ON U.S. POLICY AT MOSCOW 


5 * fevcam the Council of Foreign Ministers of the Big 
Four in Moscow has been attempting to negotiate 
agreements on peace treaties between the Allies and Ger- 
many and Austria, the Conference also has served as a 
sounding board for the enunciation of national policies 
or major questions involved in peace settlements. In ad- 
dition to over-all pronouncements on general policy con- 


cerning the defeated nations, the representatives of the 
big powers have presented their governments’ views on 
German reparations, Austrian reparations, the form of 
Germany's future government and other specific ques- 
tions. World Report here presents full texts of declara- 
tions of the United States concerning these questions 
made by Secretary of State George C. Marshall. 


Political and Economic Unity for Germany 


(Text of Secretary Marshall’s statement on need for po- 
litical and economic unity on German questions, made 
March 31, 1947.) 


HERE IS MUCH that the four of us have agreed is desirable 

in principle: We agree German resources should be pooled 
and equitably shared; that there should be an export-import 
plan; on the necessity for financial reform; that German coal, 
power and steel should be consumed economically, and that 
the level-of-industry plan should be reviewed. 

But we need to reach agreement on the implementing of 
political and economic unity. We must agree on the creation 
of German central agencies and the establishment and scope 
of a provisional government, on freedom of movement for 
ideas, persons and goods, the breaking down of zonal barriers, 
reparations and on sharing the temporary deficit. 

We must make sure, however, that when we reach an agree- 
ment, the agreement means the same thing to all of us. We 
had a paper agreement at Potsdam, but it has only partially 
been implemented or made effective. Unless we can have a 
real meeting of minds and a real desire to carry out both the 
spirit and letter of our agreements, it were better none were 
reached. We must not repeat the experience we have had 
in implementing the terms of the Potsdam Agreement. We 
can never reach real agreement on the basis of an ultimatum 
or immovable positions. 

We regret that the Soviet delegation found it necessary to 
state that the ‘ ‘acceptance of reparations in the form of cur- 
rent production is an absolute condition of economic unity.” 
The Potsdam Agreement for economic unity was not condi- 
tioned on acceptance of reparations from current prodyction. 
The United States categorically rejects such a condition. It 
looks very much to us as though the Soviet Union is trying 
to sell the same horse twice. 

The French delegation also stated that “it cannot agree to 
any settlement of these three matters [the German questions 
before the Council] without prior settlhement of the question 
of export of coal in conformity with the demands of the 
French Government.” While we realize that France was not 
a party to the Potsdam Agreement, we cannot accept her 
request as a condition to our negotiations. 

The United States delegation recognizes the need of etenen 
for coal and of the Soviet Union for consumer goods. It under- 
stands, too, the unwillingness of the British Government to 
increase the burden upon it of its support of the German 
people, an unwillingness which the United States shares. 

It is not clear that the conflicts inherent in these views can 


be reconciled, whatever position the United States might 
take. The Soviet delegation has suggested it will be possible 
for the French to have their coal and still leave enough coal 
in Germany to manufacture the reparations the Soviet Govern- 
ment demands. We do not agree. 

The French delegation believes that, after it has obtained 
the coal it needs from Germany and has limited the steel 
capacity of Germany to 7,500,000 tons, it is still worth while 
to study the question of reparations out of current production. 
We do not agree. 

All Europe needs coal and is depending on increasing 
quantities for real recovery. We must all recognize that Ger- 
man coal must be equitably apportioned among the needs 
of Germany itself. 

It is suggested that the deficit in the German balance of 
trade, which the United States and Britain are making good, 
could be avoided. This could only be accomplished immedi- 
ately, which is the Soviet proposal, by reducing imports. Since 
the bulk of German imports are foodstuffs, this action would 
inevitably reduce German per capita consumption to about 
1,100 calories a day, which is inadequate over any consider- 
able period of time to sustain life. Does the Soviet Govern- 
ment make this proposal seriously? 

Even at the present time the ration standard in Germany 
includes only 1,550 calories per day, or 1,000 calories below 
the rate set in the level-of- industry agreement of March 26, 
1946. 

The people of Europe lack the elementary necessities of 
life. This lack can be filled only by production of goods of all 
kinds. A reasonable increase in the level of industry in 
Germany will help in time produce more goods. With a four- 
power treaty, which we have proposed, guaranteeing the con- 
tinued demilitarization of Germany, a reasonable increase in 
the level of industry should not endanger European security, 
but should contribute materially to European recovery. 

The United States is opposed to policies which will con- 
tinue Germany as a congested slum or an economic poorhouse 
in the center of Europe. At the same time, we recognize 
Germany must pay reparations to countries who suffered from 
its aggression. Within these limits, we want Germany to use 
its own resources of skilled manpower, energy and industrial 
capacity to rebuild the network of trade on which European 
prosperity depends. Ultimately it [the United States] desires 
to see a peaceful Germany with strong democratic roots take 
its place in the European and world community of nations. 

These are the reasons for the positions taken by the United 
States on the questions covered in the section of the Co- 
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SECRETARY OF STATE MARSHALL IN RUSSIA 
Agreements must have same meaning for all nations 


ordinating Committee’s report. At a later stage of the agenda 
the United States will put forward again its proposal for a 
four-power guarantee of security. And, in connection with 
its views on increasing the productivity of Europe, it will 
later indicate how it believes the agricultural resources of the 
part of Germany placed under Polish administration at Pots- 
dam can be more effectively developed and used to meet the 
needs of Europe for food. 

At this time, however, and on this subject, the United 
States delegation stands for economic unity, a common plan 
to balance exports and imports at a livable standard in 
Germany, an increase in the level-of-industry plan to bring 
the German productive plant more into line with the require- 
ments of Europe, and, with this, quick completion of repara- 
ions so as not to enmesh the powers who deserve reparations 
in continuous controversies among themselves and with 
Germany. 

Of all these points in the United States proposals, primary 
emphasis is attached to the treatment of Germany as an 
economic unit, which was agreed at Potsdam. Our representa- 
tives in Berlin have been trying for 20 months to get that 
agreement implemented. The U.S. is still trying. It desires 
the treatment of Germany as an economic unit because it does 
not wish to see Germany partitioned. If Germany is dividéd, 
each half will require strengthéning to exist independent of 
the other. Two strong halves of Germany may then emerge 
later to be fused into a revitalized and militant Germany. 

The permanent partition of Germany is dangerous to the 
peace of Europe and the world. Moreover, a partitioned 
Germany means a partitioned Europe. While Germany con- 
tains but 65,000,000 of the 350,000,000 people of Europe, 
they live at its center. The United States wants one Germany 
because it wants a Europe which is not divided against itself, 





German Reparations 


(Text of Secretary Marshall’s statement on reparations 
from current production, April 3, 1947.) 


The Potsdam Agreement and the agreed level of industry 
fixed under its terms did not provide for any reparations from 
current production. Present demands to increase the repara- 
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tions agreed at Potsdam cannot be considered by the United 
States. 

The implementation of this agreement, however, will, in 
any case, require a review of the level-of-industry plan of 
March 26, 1946, to take into account the following consid- 
erations: 

(1) The maintenance of a tolerable standard of living for 
the German people, as provided in the Potsdam Agreement, 
without external assistance, making adequate provision for: 

a. The population of Germany foreseen in 1949; 

b. The possible loss to Germany of existing resources 
(E. G., the Saar); 

(2) Internal inconsistencies in the plan such as, for example, 
the shortage of powér to meet planned requirements, the 
inadequacy of planned provisions for certain basic chemicals, 
some fertilizers, and possibly steel. 

The Soviet and British delegations have indicated that 
they favor a substantial increase in the level of industry. ° 

The United States delegation believes that a further in- 
crease is desirable to serve the peacetime needs of Germany 
and of Europe. Although we do not believe it is possible, 
without further study, to indicate quantitatively what this 
would mean for specific German industries, a directive to the 
Allied Control Council for review of the level-of-industry 
plan should, in addition to the two points mentioned above, 
also require consideration of: 

(3) The peacetime requirements of European countries for 
German products and trade revival. 

It must be recognized that further increase in the level of 
industry will reduce the number of plants available for re- 
moval on reparation account. If proposals for reparations 
from current output are to be considered, these proposals 
must, in our view, be limited to compensation for the plants 
which were destined for removal but which are no longer 
available by reason of an increase in the level of fadtustry to 
aid the European economy. 

If reparation from current output is conceived in this way, 
the United States delegation is willing, without commitment, 
to have its experts study this question. 

Any plan for providing such compensation — not in- 
crease the cost of occupation, retard the repayment of Allied 
advances to Germany, retard the establishment of a self-sup- 
porting Germany, nor could it be permitted to prevent the 
equitable distribution of coal and other raw material in short 
supply among the countries dependent upon these resources. 
It could not become operative until economic and political 


unity as well as the other related objectives have been at- 
tained. ' 





(Text of Secretary Marshall’s statement on German 
reparations made to the Council of Foreign Ministers in 
Moscow, March 17, 1947.) 


HE UNITED STATES holds that the provisions of the Pots- 
dam protocol for the delivery of plants for reparations 
and for the ecortomic unification of Germany to include a 
common export-import plan must be carried out concurrently. 
In order that sufficient resources may be retained, as required 
by the Potsdam protocol, to enable Germany to become self- 
supporting without external assistance, the economic re- 
sources which will be available to Germany after reparations 
have been removed must be known. The United States has 
consistently sought an agreement for the establishment of 
central German administrative agencies to carry out adminis- 
tratively the principles of economic unification. It has also 
sought the adoption of a common export-import plan; an 
interim Allied Control Council agreement was secured which 
called for the formulation of such a plan by Oct. 31, 1945. 
However, this agreement has not been fulfilled. 
When persistent efforts to secure economic unification 
failed, the United States representative on the Allied Con- 





trol Council announced the suspension of further dismantling 
of plants for reparations purposes. This action was required 
as a protective measure as the United States could not per- 
mit the further removal of industrial equipment from the 
United States zone of Germany in the face of a recurring 
financial deficit unless it could be assured that the United 
States zone of Germany would share in the resources of all 
Germany. 

In order that the resumption of reparations may take place 
promptly when the other provisions of the Potsdam protocol 
are met, the United States has supported a vigorous program 
to determine the plants to be made available for reparations 
and for their prompt valuation. It has continued to dismantle 
and deliver at the request of the countries to which these 
plants were assigned 24 major plants included in the pro- 
gram for advance reparations deliveries. It has also dis- 
mantled completely 80° of the 117 war plants in its zone and 
has made the general purpose equipment in these plants 
available for allocation and delivery. It will complete the 
liquidation of the remaining war plants during the present 
calendar year. 

In addition to the 117 war plants and the 24 plants ap- 
proved for advance delivery, there are 251 plants in the 
United States zone approved for valuation under the pres- 
ently agreed level of industry. One thousand five hundred and 
ninety-three plants remaining to be valuated were approved 
only in October and November 1946 and their valuation will 
be completed on schedule. 

The current status of reparations from the three Western 
zones is: 

One hundred and seventy-four plants allocated. 

Five hundred and twenty-four additional plants approved 
by the Co-ordinating Committee for valuation. 

Eight hundred and eight plants in the machinery and optic 
industries approved for valuation, with reservation. 

Several hundred additional plants are at various stages of 
approval in the Allied control authority. 

A total of 2,000 plants, more or less, have been selected for 
reparations by the Allied Control Authority. 

However, the United States considers that these figures 
should be regarded as tentative. Specific determination should 
be made of the plants to be left in Germany to enable it to be 
self-supporting. This determination should give consideration 
to population density and to final fixing of boundaries. Experi- 
ence during the past 20 months has indicated that the re- 
development of a self-supporting Germany is not an easy task. 
However, the occupying powers cannot be expected to sup- 
port the German economy indefinitely. While the basic prin- 
ciple to leaye a self-supporting economy in Germany estab- 
lished in the Potsdam protocol is sound, the Allied Control 
Council should re-examine the presently calculated level of 
industry without delay to determine its adequacy for the 
purpose. This can be done successfully only if full informa- 
tion is made available in each zone of occupation. 

The United States delegation hopes that agreement may 
be reached here on the provisions of the Potsdam protocol 
which have not been carried out so that reparation deliv- 
eries may be resumed. 





(Text of Secretary Marshall’s statement on Russia’s de- 
mand for $10,000,000,000 worth of reparations from 
Germany, made in Moscow, March 18, 1947.) 


I wish to make completely clear the position that the United 
States has consistently taken with regard to the relation of the 
Potsdam Agreement on reparations to the Yalta protocol. 

Immediately upon his return from Potsdam, before any 
question was raised as to the scope or meaning of the Potsdam 
Agreement or its relation to the Yalta Agreement, President 
Truman in a public address on Aug. 9, 1945, clearly stated his 
understanding of the Potsdam Agreement. I will read to you 


exactly what he said: “At the Crimea Confer« nce a basis for 
fixing reparations had been proposed for initia] discussion and 
study by the Reparations Commission. That basis was a total 
amount of reparations of $20,000,000,000. Of this sum, one 
half was to go to Russia, which had suffered more heavily 
in the loss of life and property than any other country. 
But at Berlin the idea of attempting to fix a dollar value on 
the property to be removed from Germany was dropped. 
To fix a dollar value on the share of each nation would get 
a guaranty which might not be fulfilled. This formula of 
taking reparations by zones will lead to less friction among 
the Allies than the tentative basis originally proposed for 
study at Yalta.” 

In July 1946 at Paris, the question of German reparations 
was discussed in the Council of Foreign Ministers. At that 
time, Mr. Molotov presented the same arguments regarding 
the Yalta Agreement which he has put forth here. 

Secretary Byrnes, who was present at the Yalta Confer- 
ence and who, as Secretary of State, took an active part in 
working out the Potsdam Agreement on reparations, stated 
the view and position of the United States Government that 
the Potsdam Agreement took the place of the preliminary 
agreement reached at Yalta. Secretary Byrnes pointed out the 
irrefutable fact, and I quote from his statement: “The lan- 
guage read by Mr. Molotov showed what Mr. Roosevelt 
agreed to was only to study as a basis for discussion the sug- 
gestion of the Soviet Government. The language of the pro- 
tocol shows that the Soviet proposal was passed to the Moscow 
Reparations Commission as one of the proposals to be con- 
sidered by the Commission.” The position of the United 
States Government regarding reparations is that the agree- 
ments at Potsdam supersede the preliminary agreements pre- 
viously reached at Yalta. We will not follow Mr. Molotov in a 
retreat from Potsdam to Yalta. 





Provisional Government 


(Text of Secretary Marshall’s statement on the scope 
and form of a provisional German government, made at 
Moscow, March 21, 1947.) 


A A RESULT of the defeat of the German armed forces, the 
German Government and administrative machinery were 
completely destroyed. The totalitarian system of Hitler 
disappeared, but there still remain more than 65,000,000 
Germans within occupied Germany. The victorious Allied 
powers were forced to take over the responsibilities of the 
shattered German state, but this represented only a tempo- 
rary solution. 

The Control Council is not, nor can it ever be, a substitute 
for a German government. Nor did the United States intend 
to deny to the German people the right to manage their own 
affairs as soon as they were able to do so in a democratic and 
peaceful way, with genuine respect for human rights and 
fundamental freedoms. 

Under the Potsdam protocol, the Allies undertook to de- 
centralize the structure of the German state, and to develop 
local responsibility. Accordingly, the United States within its 
zone has sought to give vitality to local and municipal govern- 
ments, and to endow appropriate Lander authorities with a 
larger measure of autonomy in accordance with constitutions 
ratified by the people. The other occupation authorities, we 
understand, have taken somewhat similar action. 

The time has now come to authorize the Germans to estab- 
lish a provisional government to deal with matters of a nation- 
wide concern which the states cannot adequately handle. No 
German government can function unless the basic essentials 
on which German economic unity depends are agreed upon 
and implemented by all four powers, and unless effective guar- 
antees exist for the safeguarding of the fundamental freedoms 
in all parts of Germany. That is the indispensable basis without 
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which no German government, be it provisional or permanent, 
can be constituted. - 

The process of building a German government should be 
accomplished in our opinion in the following three stages: 

First, the establishment of a provisional German govern- 
ment composed of the heads of the governments: of the now 
existing states and Lander, including Berlin, and clothed with 
the necessary powers to create and operate central adminis- 
trative agencies. In order that the provisional government may 
be truly representative, the establishment of Lander constitu- 
tions and elected Lander governments should be completed 
throughout Germany at an early date. 

Second, the drafting and acceptance of a constitution which 
shall be German in origin, and which shall be consistent with 
democratic principles and the decentralization of governmental 
authority. By decentralization, we mean that the central gov- 
ernment shall be -one of the limited and carefully defined 
powers in matters where nation-wide action is required. All 
residual powers shall be retained by the Léander. It should, 
of course, be understood that the constitution will be subject 
to the provisions of the peace settlement. 

_ Third, the assumption of governmental authority by the 
central government created by the constitution and by the 
Lander authorities recognized by the constitution. 

I will submit a proposal embodying these ideas. I feel that 
the process outlined above should be gotten under way at 
once so that there will be properly constituted German au- 
thorities which can carry out the terms of the peace settle- 
ment on which we are now working. 





(Text of Secretary Marshall’s statement on proposed 
directive on form of Germany’s provisional government, 
made at Moscow, March 22, 1947.) 


Without prejudice to any position the United States may 
take under II-3 (b) of the agenda of the Council of Foreign 
Ministers, the United States delegate proposes the follow- 
ing directive: 

The Allied Control Council is instructed to: 

(1) Complete at an early date the establishment of elected 
governments of the Lander (which term as used herein will 
include the city of Berlin). 

(2) Take the following action in connection with the estab- 
lishment and operation of a provisional German government: 

a. Establish at an early date a German National Council as 
a provisional government, to be composed of the heads of the 
present Lander governments. Subject to such affirmative ac- 
tion as may be taken, or such directions as may be given by 
the Allied Control Council by a majority of its members, the 
German National Council shall be given control over the Ger- 
man central administrative agencies which may be estab- 
lished by the Allied Control Council to function in stated 
fields to the extent that nation-wide action is required. To 
the fullest extent possible, the decisions of the German Na- 
tional Council shall be carried out by and through the Lander 
governments. 

b. In the exercise of its authority, the Allied Control Council 
shall refrain from direct operation or detailed supervision of 
provisional government activities. The zone commander, in his 
relationship to the provisional government and its agencies, 
shall be limited to acting as the agent of the Allied Control 
Council, except where a direct threat to the security of the 
occupation forces is involved. 

(3) Instruct the provisional government to prepare a demo- 
cratic constitution, call a constitutional convention elected by 


the people according to electoral laws adopted by the several . 


Ldnder and submit the draft constitution to the convention for 
lebate, revision and adoption. The provisional government 
should thereupon submit the constitution to the Allied Control 
Council for final approval and, after obtaining that approval, 
should submit the constitution to the people for ratification 
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not later than one year after the establishment of the provi- 
sional government. Such ratification shall require the majority 
of the total votes cast as well as the majority of those voting 
in each of the majority of the Ldander. 

(4) Direct the provisional government fo submit to the 
Allied Control Council for approval any modifications in the 
territorial composition of the provisional Lander necessary to 
form a German federal state composed of not less than 10 or 
more than 18 Lénder. In determining the final composition of 
Lander, historic economic and cultural considerations shall be 
taken into account. Enclaves and arbitrary deviations made 
on account of present zones of occupation should be limited. 

(5) Inform the provisional government that Allied approval 
of the constitution will depend upon fulfillment of the follow- 
ing conditions: . 

a. That Germany be a democratic state in the sense that: 

(1) All political power is recognized as originating with 
the people and subject to their control; 

(2) The people have the opportunity to exercise that con- 
trol through popular elections held at frequent intervals; 

(3) Elections are conducted under conditions in which 
freely competing political parties submit their programs and 
candidates to the vote of the people at frequent intervals; 

(4) Political parties are voluntary associations of citizens 
and no political party enjoys a privileged status; 

(5) The basic rights of the individual including free 
speech, freedom of religion, freedom of assembly and asso- 
ciation and other equally basic rights of man are recog- 
nized and guaranteed; 

(6) Individuals are protected from arbitrary arrest, search 
and seizure and are guaranteed equality under the law. 

b. That the German government be one of limited powers 
and to insure this: 

(1) Each state or land shall determine election methods 
and control electoral processes; 

(2) There shall be an independent judiciary which shall 
have the authority to settle disputes among the states and 
between the states and the central government, and to pro- 
tect the constitutional rights of the individual; 

(3) In the distribution of functions between the state and 
central governments it shall be provided that the central 
government is one of limited and carefully defined powers in 
matters where nation-wide action is required; such powers as 
police, internal security, culture, education and religious affairs 
shall not be delegated to the federal government. The au- 
thority and means of the states to raise appropriate revenues 
shall not be impaired. Neither the federal nor state govern- 
ments shall have the right to maintain any military estab- 
lishment whatsoever; 

(4) Wherever possible the administration of federal gov- 
ernment jurisdiction should be delegated to the states. 

c. That the constitution include a clause providing that the 
authority of the federal government and the Ldnder shall be 
exercised in accordance with and subject to the provisions of 
the peace settlement, in accordance with and subject to the 
powers reserved by the Allied Control Council. 

d. That the constitution of each land be democratic in char- 
acter as that term is defined in Paragraph 5 (a) above. 





German Peace Conference 


(Text of Secretary Marshall’s statement on a German 
peace conference, made March 25, 1947.) 


T= AMERICAN DEPUTY refrained from taking a positive 
position qn the peace conference. He did so not because 
the United States is not wholeheartedly in favor of a peace 
conference, but because we thought this matter required the 
attention of the ministers. 

It is the view of the United States that this Council, with 
China as a member, should invite all states at war with Ger- 





many to a peace conference to consider the draft of a peace 
settlement as soon as its preparation is sufficiently advanced. 
It is our view that all these states should be accorded full and 
equal rights as members of the conference. 

At the close of the conference the four members of the 
Council of Foreign Ministers, which had prepared the pre- 
liminary text of the peace settlement, should draft the final 
text of the settlement on the basis of the recommendations of 
the peace conference which are supported by a two-thirds vote 
of those present and voting at the conference, taking into con- 
sideration other recommendations which are supported by a 
majority of those present and voting at the conference. 

The final text of the peace settlement, when completed, 
should be submitted for signatures by all the states at war 
with Germany. 

Responsible representatives of Germany should be given 
an opportunity to present their views to the conference. Since, 
however, the Allies required the unconditional surrender of 
Germany, particular officials should not, in our opinion, be 
obliged to take upon themselves the burden of signing a settle- 
ment or voting for its ratification. 

We have suggested that the Allies should require the Ger- 
man constitution to contain a clause which clearly provides 
that all powers thereunder shall be exercises-subject to and in 
accordance with the peace settlement that may be agreed 
upon by and between the Allies. 


If our view prevails, when the Germans accept the Tton-. 


stitution, they will be obliged thereby to accept the peace 
settlement. Then the German people, and not particular of- 
ficials or parties, become responsible for the acceptance of 
the constitution and the peace settlement of the statute. 
[Secretary Marshall also made the following recom- 
mendation for the participation of the smaller Allied 
states in the peace settlement: ] 

While for practical reasons it may be impracticable to 
grant all Allies the same degree of participation at every 
stage, the United States hopes that all states at war, large 
and small, will be granted some degree of participation at all 
stages. 

The United States supports the view that co-operation of 
the Allies in the making of the peace should not be less exten- 
sive than their co-operation in making war. No state that 
contributed to victory should be denied a voice in the peace. 

For that reason, we welcome the French proposal for the 
setting up of an informational and consultative conference to 
provide the Allied states with current documentation of the 
work of the Council, deputies and committees and to afford 
them the opportunity to comment and offer suggestions on 
the work of settlement and its progress. There would be no 
voting in this body. It would provide a channel to keep ,the 
Allied states informed of the work of the Council and the 
Council informed of the views of the Allied states. 

In view of the character of the proposed informational 
and consultative conference, we see no reason why we 


should not include all the states at war with Germany, and 


we so urge. 

A number of states which declared war against Germany 
did not contribute armed forces because they were told they 
could contribute more effectively in other ways. We do not 
believe that they should be penalized for taking our advice. 

[General Marshall made it clear later that he was re- 
ferring to Latin-American states in connection with the 
last paragraph of his statement. ] 





German Assets in Austria 


(Text of statement by Secretary Marshall on German 
assets in Austria, March 27, 1947.) 


(1) Yesterday I indicated that the United States delegation 
did not agree with the position Mr. Molotov has taken in his 


paper on German assets in Austria. We do not admit that title 
to German assets has already passed, however, as I have already 
pointed out in the paper which United States delegation circu- 
lated on March 21 on this subject, we feel that it is not es- 
sential that this question of title be decided now. 

(2) Without prejudice to the ultimate decision by the 
Council of this question of title and in the interest of clearing 
the way for the deputies to make some progress with consid- 
eration of this all-important subject, let us assume for the sake 
of discussion that the question of title has been decided one 
way or the other, in either event further clarification of the 
three points raised in my memorandum appears to be 
essential. 

a. Definition. 

b. Arbitration. 

c. Application of Austrian law. 

(3) Now let me discuss briefly what I mean by a defini- 
tion. I don’t mean the definition under Article X of Law 5, 
but instead I am trying to make certain that we understand 
just what assets the Soviet Union think they should have title 
to as a result of the Potsdam decision on German assets. 
From our 20 months’ experience in Austria, we believe there 
is a misunderstanding on this score and that in some in- 
stances there have been erroneously included in the definition 
of German assets property which is really Austrian and which 
was taken away from the Austrians by the Germans after the 
Anschluss by force of duress, and other property belonging 
to United Nations and their nationals. In our views, none of 
the Allies intended at Potsdam to transfer title to German 
assets which were taken from the victims of Nazi aggression 
and which justice and equity demand be returned to them. 
I am sure you will admit that discussion of this subject by our 
deputies will be extremely useful. 

(4) As to my second point “arbitration,” let us again take 
a hypothetical case in which not only the question of title but 
also the question of definition have been agreed to. Cer- 
tainly, as we have provided for other settlement of disputes 
in the satellite treaties may we not likewise direct our 
deputies to provide for such a settlement on this question of 
German assets in the Austrian treaty? 

(5) My last point has to do with the status in Austria of 
German assets transferred as German reparations. Again we 
may assume that we have satisfactorily agreed to the other 
questions enumerated above, that German assets to which the 
Soviet Union is entitled have been transferred. Certain Aus- 
trian law applies to these properties. It never was intended at 
Potsdam that properties obtained as German reparations even 
in Germany would enjoy extraterritorial rights. Mr. Molotov 
in his discussion of economic principles in Germany on March 
19 states as follows, and I quote: 


“In accordance with the Berlin decisions, the Soviet 
Government took measures so that reparations would 
be obtained from the Eastern zone of Germany, a pro- 
portion of which has been assigned to Poland. Repara- 
tions took the form of removals of capital equipment, 
deliveries from current position (though these have 
hardly been sufficient) and the taking of economic 
enterprises into Soviet possession. No extraterritorial 
rights are involved with respect to these Soviet-owned 
enterprises in Germany, since they all function under 
German law.” 


It would appear inconsistent not to admit that this same 
principle would apply to Austria. If it is held that it does 
not, the United States delegation would feel very definitely 
that to remove a large segment of Austrian industry from 
the Austrian economy would nullify the pledge we have 
taken in the very first article of the treaty; namely, our 
unanimous agreement to re-establish a sovereign and inde- 
pendent state. I ask my colleagues to agree to instruct our 
deputies to discuss and clarify this as well as the other vital 
questions enumerated. 


APRIL 15, 1947 ¢ 47 








Thousands of Russians 
Quit Ukraine for East 


Members of the presidential mis- 
sion who made an economic study of 
Greece cannot understand why the 
country didn’t collapse months ago, so 
tangled are its business and Govern- 
ment affairs. These experts are unan- 
imous in their belief that the U.S. 
literally must take over Greece and 
run it from top to bottom if the Tru- 
man policy is going to work. 


o 0 90 


Secretary of State George C. Mar- 
shall is leaning heavily on the advice 
of Gen. Lucius D. Clay on all matters 
relating to Germany, both political 
and economic. Clay’s departure from 
Moscow before the end of the Foreign 
Ministers’ Conference did not mean a 
lessening of his influence, which ap- 
pears to be much stronger than that of 
Robert D. Murphy, the economic ad- 
viser on German affairs. 


o 0 Oo 


Economic experts who studied 
Trieste for the Big Four Foreign Min- 
isters have recommended that the 
U.N. hold as many important meet- 
ings as possible in that city. The idea 
behind the recommendation is that in- 
ternational meetings will bring vitally 
needed business to the free state that 
the U.N. will set up at Trieste. 


o 0 9 o 


The new Queen of Greece, Fred- 
ericka, may turn out to be a real 
power in that country#® Monarchy. 
She is an ardent feminist and eager to 
organize the women of Greece into an 
effective political force. Friends say 
that her personality is more forceful 
than that of her husband, Paul I. 


o 0 O 


Thousands of Russian farm fam- 
ilies have been driven out of the 
Ukraine by the severity of drought 
conditions there. Railroad stations in 
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Intercepts 


Industrial Planning 
Is Set Back in China 


Moscow are jammed with families 
deserting the Ukraine and moving 
east to resettle beyond the Urals. 


o 0 9 


Behind the demonstrations by 
Ruhr miners is a problem for the 
Allies of how to distribute food to 
occupied countries. U.S. officials say 
privately that American. authorities 
have supplied more than enough food 
to meet the needs of the Ruhr. Some 
of them blame the British for inade- 
quate administration, but the primary 
cause of trouble is that the distribu- 
tion system is not good enough to 
guarantee that everybody gets a fair 
share of available food. 


oo 9 


Francisco Franco’s decree declaring 
Spain to be a monarchy is worded to 
permit his followers to sidestep Don 
Juan, son of Alfonso XIII, if they 
choose. The Falangist candidate for 
King of Spain is a former automobile 
salesman, “Don Carlos VIII,” living at 
Government expense in Barcelona. 


oo 90 


China’s Government planners pri- 
vately are reconciled to the idea that 
any large-scale program for industrial 
development will have to be post- 
poned at least a year and a half, prob- 
ably two. The best they hope for is 
that China will be stabilized enough 
by the end of 1948 to permit a small 
start in industralization. 


o 0 0 


Political disturbances at home are 
partly responsible for the sudden trip 
to Norway by Trygve Lie, Secretary- 
General of the United Nations. Nor- 
ways wartime Government-in-Exile, 


German Exports Fail 
To Meet Allied Hopes 


of which Lie was a member, has been 
under considerable criticism for some 
of its activities in London while the 
homeland was occupied by the Nazis. 


o 0°00 90 


Arthur Horner, head of the po- 
litically powerful coal miners’ union 
in Britain, is carrying on a determined 
fight against coal imports for Eng- 
land. His opponents say he is con- 
vinced that the importation of coal 
would lessen her dependence on do- 
mestic coal mining and, thus, might 
weaken the position of the union. 


o 0 Oo 


The prospects German industry in 
the U.S.-British zones will reach the 
targets set for exports this year are 
still diminishing. Floods, following 
the severe winter, are creating new 
transportation problems. Raw ma- 
terials are not arriving in any sub- 
stantial volume. Bi-zonal publicity 
now is emphasizing the three-year as- 
pects of the industrial plan, saying 
little about the outlook for 1947. 


© 0 0 

Bulgaria is negotiating with Switz- 
erland for a $2,800,000 loan. One 
serious hitch, however, is that all Bul- 
garian exports are under strict Soviet 
control and most Bulgarian exports 
have to be sold to Russia. Because of 
this, the Swiss are demanding gold 
from Bulgaria as collateral for any 


loan that is agreed upon between the 
two countries. 


o 0 98 


Because of the widespread prej- 
udice against Japanese-made goods, 
General of the Army Douglas Mac- 
Arthur has instructed the Japanese 
Government to label the country’s 
products, “Made In Occupied Japan,” 
rather than the usual “Made In 
Japan.” 
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